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THE. DIFFERENCE BETWEEN STATIC AND 


DYNAMIC 


One does not look upon politicians either of the 
Left or the Right as the Jews looked upon their 
formidable and ancient Prophets. Men do not take 
their reading of the future from them though they 
often take inspiration for the mood and the moment. 
But when Mr. Ian Mikardo predicted on arriving 
here from a brief visit to the mainland that China 
may well be the World Power at the end of this 
Century or before, he did so on the ground of the 
degree of national solidarity and national discipline 
which, he suggested, goes beyond that of the 
Western and Eastern Democracies, 


That is at once one of the most penetrating and 
the most unreliable of judgments that has ever been 
emitted from the mouth of a professional politician. 
The racial solidarity of the Chinese is undoubtedly 
one of the great stabilities of the universe, National 
solidarity was no sooner asserted than it broke in 
twain in 1930 and gave way two decades later to a 
solidarity and discipline imposed not according to 
Chinese traditions but from the immediate lessons 
of an oligarchic despotism, originated by Lenin but 
perfected by Stalin. China certainly achieved 2,000 
years ago an.organic unity which Europe cannot 
attain even today and in defiance of which it has 
done its best to bleed itself to death. The Com- 
munists are cementing that unity as never before 
and even binding the minorities to it. But nothing 
in China’s history, save for the period which closed 
with Mao Tse-tung’s dicta “let all flowers bloom 
together and all schools contend,” compares for iron 
discipline with the First Empire wrought in blood 
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and iron by Chin Shih Huang Ti. It was, in fact, 
contrary to type, and out of character, and it broke 
into pieces in a few years, The Han returned to 
the old faith with renewed discipline after the 
schools of philosophy and the kings had warred to 
the death, and out of that synthesis came the au- 
thentic China and the historic Chinese. 


Our judgment would be that China will be the 
World Power in 2,010 A.D. not because of excess 
of discipline but because of the new trend which 
has been given to her advance: the freedom of the 
mind and spirit to seek where it will, to let debate 
range freely within the compass of discipline and 
the temporary preference for Marx. The Soviet 
Union remains monolithic, but it has been stated 
that the inner tensions there are greater than they 
were in the Russia of the year of revolution (1917) 
and that these tensions are merely held in check 
through the operation of a terrorising police sys- 
tem. One estimate is that only 15% are loyal to 
the system and they are the officials who batten on 
it and have all the pickings. 


Political economists have lately been trying to 
discover and define what makes a society static or 
dynamic, and exactly what it is that causes what 
Hume, in his analysis, called “liveliness.” In more 
societies than ever before this dynamic or “go’’ ob- 
tains, though many of them differ in their political 
and administrative systems. The Chinese, the Rus- 
sians and the Indians, formerly static for centuries, 
have become dynamic, and the same applies to 
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Brazil and Japan and to certain West European 
nations. They all contrast oddly with France and 
Britain which, like Spain and Scandinavia, “stand 
pat and stay put.” Britain still produces most of 
the results of basic research in the practical arts 
and sciences, but lags behind those who, like 
America, apply these results. Where the dynamic 
is needed and is absent, Five Year Plans and au- 
thoritarian systems are introduced. If it has al- 
ways existed and works well, society can more or 
less be left to run itself. But if neither the one 
nor the other prevails—as in Britain and France—- 
there exists what the economists call a “mixed” 
system. 


The division of the world is between societies 
in which authoritarianism is necessary because the 
rate of capital accumulation would never be big 
enough if members of the society were allowed in- 
dividual freedoms, and societies in which that rate 
is big enough to permit these freedoms because these 
very freedoms also enable men and businesses to 
save enough, or to put forth abnormal efforts, to 
create more and more tolls. In the “Mixed” or 
welfare state private accumulation of capital lan- 
guishes and in the end is consumed. The Russians 
have put forth the quickest, biggest economic effort 
known in human history. Within the next twenty 
years Russia should have as much energy and pro- 
ductive power to a worker ag Britain has. But 
they will have it for a very different standard of 
consumption. They have been far more severe and 
inhumane and hard-hearted about it. 


All history attests to the fact that a few men 
in power have the ability to raise the materia] con- 
dition of all men by planning it that way. Indivi- 
dual freedom, personai liberty cn the scale known 
to us today, has prevailed for less than three per 
cent of recorded history; only within the last two 
centuries; and only in the West. But it is signifi- 
cant that within that narrow time and space all the 
technical advances wherewith the sweat has been 
wiped from Adam’s brow have been made; all per- 

sonal liberties have been established; and the foun- 
~ dations of all humanity’s hopes on both sides of the 
Curtain have been laid. The great inventors, initia- 
tors, and appliers of material technique still arise 
in societies in which personal freedoms—including 
the freedom to get more than another man and to 
engage in profitable trade—at their world-wide 
maximum; mainly in North America. The opposite 
forms of society, in which individual choices are kept 
to a minimum, are only the biggest copiers. 


Of course, that does not, in itself, invalidate the 
tacit assumption of Russians, of extremists of both 
the Left and Right among ourselves in the West, 
and of many Asians, Africans, and others, that 
humanity responds best under tyranny, or that (at 
least) government is easier that way. Men, like 
children, are more adjusted under a reasonably firm 
discipline than under complete licence. On the 
other hand, no human society-—not even the Russian 
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Economic ReviEw 


—is as dynamic in economic growth as the North 
American (including the Canadian) and the West- 
German in which individual economic freedoms are 
at their greatest, and the rate of increase in the ratio 
of productive capital to workers at its highest. And, 
oddly enough, population is increasing faster in 
North America than in Russia, India or Japan, 


Societies which grow in material welfare need 
not go through every stage in the same order. 
Followers need not copy every error of pioneers— 
as China has shown in her comprehensive adoption 
of the Soviet technique in almost all things and its 
progressive adaptation and moderation, Yet all 
nave had to pay the social costs of quick capital 
accumulation in postponed consumption, mass thrift 
and pioneering hardship. The sufferings of 1820 to 
1880 in Britain paid off handsomely. There is no 
remedy for, no escape from, human toil, a narrow 
life and ill fare, without the expansion and accumu- 
lation of the modern equivalent of the ancient 
slaves—tcols, machines, productive capital, Some 
regard the concomitants of the Good Life in the 
Western democracies, such as personal liberties and 
representative government as mere hindrances to a 
desirable rate of material growth. The converse—- 
that rapidity of material development automatical- 
ly guarantees the Good Life—can be called the 
“Russo-American fallacy.” The truth is that one 
cannot even discuss these social dynamics apart 
from value judgments, 


The old classical] economists and positivists of 
a century ago differed in their social] ideals. But 
they never fooled themselves about the costs, in 
effort and training and abstinence and organisa- 
tion, of rapid growth in material welfare. Professor 
Lewis held that all the problems of economic growth 
would be scttled if we understood the rise and 
decline of Greece and Rome, There is scarcely a 
social or economic panacea for Our own time of 
troubles which was not tried in the second to fifth 
centuries of our era throughout western Europe 
and over most of hither Asia and Africa. Time 
after time outstanding men arose, from the military 
and from other ranks, who strove desperately to ar- 
rest the process of steady decline, but without avail. 
The ruler whose economic innovations proved ulti- 
mately most disastrous to the Roman Empire was 
Septimus Severus. The important fact is that the 
rights of the citizens to independence and to pro- 
perty had been questioned, and habits of autocracy 
had been inculeated. The havoc wrought was not 
due to a communistic revolution let loose against an 
ancient culture; it was due to the failure of efficient 
government at the centre of the State. No recovery 
was possible except through the absolutism of 
Diocletian, Typical of his regime is the imposition 
of a maximum limit both on the price of all wares 
for sale and on the amount of all wages, in order 
to keep wages as low as possible and to check the 
returns from industry. The declared purpose was 
to curb speculation when the State inflated the cur- 
rency, but Diocletian attacked the inevitable result, 
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not the cause, of inflation. The State which he saved lived 
under such conditions that it is questionable whether it 
was worth saving. At least, when the barbarians came in, 
the inhabitants of the Empire were in some doubt on this 
point, and many of them were glad to surrender, in the 
conviction that any new regime could hardly be worse 
than the one that they had endured. 


Economic growth may be particularly important to 
societies where political aspirations are currently in excess 
of resources. If people are to get what they want they 
will have to produce it with their own labour or allow their 
productive capital to labour for them. Economic growth 
may be deplored insofar as it is dependent upon inequality 
of income. But if you want such-and-such material welfare 
ahead, you must have such-and-such a rate of economic 
growth, and pay such-and-such costs to ensure it. If you 
refuse to make either of those choices you end as a totali- 
tarian State. 


The most heartening feature of this long dispute over 
ends and means, politics and economics, is that quite re- 
cently precisely the same version of the dispute has been 
going on in both halves of the world, among socialists as 
among individualists, Americans as Russians. The biggest 
economic dilemma in Russia remains the improvement of 
welfare while overcoming the shortage of capital. The 
greatest organised unhappiness of the greatest number pro- 
vides the capital. It is the biggest confusion of ends and 
means perpetrated in history. It is hardly surprising that, 
having stood Hegel on his head, Marxists should also stand 
Kant on his, and treat human beings as means. Across 
the world, American society treats the machine as means. 
Both societies, however, agree that their peoples’ future 
depends on the growth of capital. Each arranges the con- 
ditions, appropriate to that society, to secure it. Each 
makes the strenuous social effort required to raise the pro- 
ductivity of human labour by the fullest utilization of 
capital. Each is a dynamic society. 


FORCED LABOR IN 


By Kari A. 


The system of forced labor in Communist China reflects, 
in part, earlier Chinese ways; in part, it imitates the Soviet 
pattern. Yet, even where it continues a Chinese tradition, 
it embraces new Communist features. This is readily ap- 
parent in the two broad categories of compulsory labor 
practiced in mainland China. Corvee labor, on which the 
Communist regime relies heavily to man large state-directed 
projects, represents a carry-over, significantly modified, of 
the traditional system. To this has been added corrective 
or “reformatory” labor, which is to China an essentially 
new and alien form borrowed from the USSR. ~ 


The Corvee 


Mao’s regime established a legal basis for the use of 
corvee labor in Article 9 of the Common Program of 1949, 
which specified the performance of “public service’ as one 
of the “duties” of every citizen of the Chinese People’s 
Republic. By contrast, the wording of the 1954 Chinese 
Communist Constitution is less frank, Article. 16 merely 
stipulating that “work is a matter of honor for every citi- 
zen”; but actual practice since the adoption of the con- 
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After the biggest social revolution since the Reform 
Bill—the socialising within a decade of one quarter of the 
national output—the British system of politics, economics 
and government has secured lagging, and in many cases 
failing, productivity in the socialised sector; the worst in- 
dustrial relations in that sector;- widespread lack of public 
spirit or public service in it; and the worst excesses of 
bureaucratic administration there. Yet this public sector 
has enjoyed top priority for capital development in the past 
decade. Private enterprise, upon which all exports de- 
pend, has come a poor last, and the growth of capital has 
been cut back. While the West Germans unhesitatingly 
chose the “American Way” rather than the Soviet way, of 
securing rapid economic growth, the French and British, 
under different systems, chose neither, lag and stagnate. 


The politicians of today lack the fire they had two 
generations ago. Neither Socialists nor Conservatives have 
emancipated themselves from the damning inheritance of 
out-of-date dogma. The parties of left and centre west 
and south of the Low Countries and Germany, to which 
throughout the last century men looked for a social dynamic, 


have been for a decade aimless, disillusioned, frustrated, 
actuated spasmodically by envious aggression, devoid of 
any constructive concepts for their society. Those to the 


right of them are cowed, tentative, cynical, nerveless. An 
unknown scribe many centuries ago spoke of the wisdom of 
the Greeks, the fortitude of the Romans, the cruelty of 
the Franks, and so on.. He was a Saxon and of his own 
folk he applied the term “stultification.” It is suggested 
that in the U.K. both major party headquarters should go 
back to the fundamental question and ask the people in 
such tones that the whole electorate may overhear: ‘Do 
you want a ‘free’ society at such-and-such costs, or do you 
want to be told how to work and live?” There seemed to be 
applause for both at the British Trade Union Congyvess last 
week. 


COMMUNIST CHINA 


Wittfogel 


stitution clearly indicates that the Communist regime is ex- 
tending rather than reducing the scope of corvee labor. 


Occasionally, the employment of labor conscription is 
interlocked with relief measures, as in the 1954 drafting 
of huge numbers of Yangtze River flood victims into corvee 
battalions dispatched elsewhere to work on railway construc- 
tion projects. In such cases, the borderline between ‘“‘volun- 
tariness’’ and compulsion may become somewhat obscure. 
In general, however, large government-directed projects in 
mainland China are carried out by means of manifestly 
obligatory (‘honorific’) labor, and Chinese Communist 
publications make little effort to conceal the fact. 


Flood control and other hydraulic projects constitute one 
of the principal areas in which the Communist regime relies 
heavily on the corvee type of forced labor. At the end of 
1951, Minister of Water Conservation Fu Tso-yi indicated 
that an average five million persons were being mobilized 
annually to work on water conservation projects. Since 
then, the regime’s capacity to draft and organize forced 
labor teams has evidently increased to a marked degree, for 
the official New China News Agency (NCNA) reported on 
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May 16, 1965, that between February and May of that year, 
4.4 million “civilian” laborers had worked on one segment 
of China’s vast hydraulic system, the Yangtze River dikes. 


The same methods are employed, with modifications, 
in mobilizing labor for the construction and maintenance 
of highways and railroads. For example, NCNA reported 
(May 15, 1955) that ‘48,000 kilometers of highways... 
have been regularly maintained and renovated by the or- 
ganized masses,’ and another 32.000 kilometers ‘jointly 
maintained by the people and highway workers.’”’ Also, a 
100,000-man construction force which worked on _ the 
Chengtu-Chungking railway between 1950 and 1952 in- 
cluded, by Communist admission, 84,000 “mobilized” civi- 
lians, local unemployed, and soldiers; and 20,000 workers 
were conscripted in 1951-52 to build the Tienshui-Lanchow 
railway. 

To be sure, in an agro-hydraulic society such as China’s, 
corvee labor has been employed since the dawn of history. 
The Chinese Communists therefore are perpetuating an 
earlier condition—up to a point; and the qualification is 
important. The traditional corvee tended to assemble the 
drafted laborers in semi-military fashion. Now the whole 
organization of the corvee labor is militarized down to the 
smallest work teams, and _  Soviet-initiated methods of 
Stakhanovism and “labor emulation” are used to whip up 
performance. While introducing these innovations, the 
Chinese Communists have chosen to ignore past ameliora- 
tive measures (under the last imperial dynasty and also, to 
some extent, under the Chinese republic) to pay corvee 
laborers or replace them by hired labor. 


Corrective Labor—A Communist Innovation 


Whereas the corvee has its antecedents in China’s im- 
perial past, ‘corrective’ forced labor as applied by the 
Chinese Communists does not. The use of penal labor has, 
of course, long been customary in both East and West. The 
Chinese Communists, however, established penal ‘“veform 
through labor’ on a class basis and as a means of consoli- 
dating their political power. This approach, alien to the 
traditions of pre-Communist China, clearly follows the Soviet 
precedent. 

The system of corrective labor, as developed in the 
USSR, was extended to the Sovietized Baltic countries in 
1940 and to the Soviet European satellites in the years 
following World War II. In 1950-51, the Communist-run 
East European “people’s democracies’ made it a funida- 
mental feature of their penal institutions—this action signi- 
ficantly coinciding with the inauguration of the first satel- 
lite Five-Year Plan. It was also about this time that Com- 
munist China began employing corrective forced labor on 
a vastly increased scale. 


A statement made by Mao Tse-tung on July 31, 1949, 
and Article 7 of the Common Program (September 29, 1949) 
are generally cited as signalling the start of the corrective 
labor system in Communist China. There is some justifica- 
tion for this view, but this does not mean that the Chinese 
Communists were unfamiliar with the concept prior to 1949 
or had been above using it. 


As early as 1934, when the first Chinese Soviet Re- 
public ended, Mao announced that the Communist govern- 
ment was “reforming” prisoners by teaching them “labor 
discipline.” The number was probably inconsequential, for 
in the armed struggle against the National Government 
forces, the Communists found it easier to kill than to jail 
their captives. Conditions did not change much during the 
first part of the Yenan period, and the relatively moderate 
Communist policy of the second United Front years also 
tended—if in a quite different way—to limit the number 
of prisoners to be “reformed.” 
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Liquidation rather than detention was again the pre- 
ferred Communist policy during the fluid period of the re- 
newed civil war after 1946. But, as early as January 1948, 
the idea of putting political enemies to work instead of 
killing them off suggested itself to the Communists in the 
‘Jiberated” areas. It was implemented initially in the oldest 
such area, Manchuria, and became officia] Communist policy 
for the whole of mainland China with the adoption of the 
Common Program. 


In his July 1949 statement, Mao had already named 
landlords, bureaucratic capitalists, and “the reactionary 
clique of the Kuomintang” as categories of persons who 
must be forced to correct themselves through labor. Article 
7 of the Common Program formally prescribed this treat- 
ment for ‘“counter-revolutionary elements, feudal land- 
lords and bureaucratic capitalists in general’, stating sooth- 
ingly that such persons would thus be provided with a “means 
of livelihood” while learning “to become new men.” 


The earliest regulations governing the application of 
corrective labor penalties seem to have been contained in 
the ‘Directives for Suppression of Counterrevolutionary Acti- 
vities” jointly issued on July 28, 1950, by the State Ad- 
ministration Council and Supreme People’s Court. A few 
months before, in March, the Communists had already es- 
tablished the first large corrective labor camp south of the 
Great Wall, the Chingho Farm. 


Military and civilian adherents of the Nationalist Gov- 
ernment and “bureaucratic capitalists’? were the primary 
targets against whom the new weapon was initially turned. 
Then, as the regime’s land reform campaign got under way 
in the East China and Central and South China areas in late 
1950, regulations were issued specifying “hard labor’ as 
the principal alternative to imprisonment for punishing re- 
calcitrant landiords. 


Successive decrees and regulations during 1951-54 
gradually broadened the application of corrective labor in 
accordance with the dictates of changing political exigencies. 
In February 1951, a Central People’s Government decree 
provided for severe penalties directed primarily against 
persons charged with obstructing the Communist war effort 
in Korea. In 1952, when the ‘“three-anti” and “five-anti’”’ 
drives were launched against corrupt and “deviating” mem- 
bers of the new Communist bureaucracy and against “crimi- 
nal” businessmen, “reform through labor” was again stipu- 
lated as one of the main punishments. 

Beginning in 1953, the peasants—who so recently had 
benefited from the regime’s drive against the landlords— 
were themselves subjected to the threat of forced labor 
penalties if they objected to the government’s increasingly 
exacting agricultural policies. When a grain-delivery strike 
developed in the countryside in the fall of that year, the 
government on November 19 countered with new regulations 
extending the definition of ‘“counterrevolutionaries” to em- 
brace uncooperative peasants. The regulations provided a 
ready club for enforcing peasant compliance with the ac- 
celerated program of agricultural collectivization ordered 
by the Central Committee of the CCP in its resolution of 
December 16, 1953. 


Political Weapon Par Excellence 


As a result of these piecemeal extensions, corrective 
forced labor had become, by 1954, a major punitive and 
coercive weapon of the regime, applicable to virtually any 
group of citizens. Businessmen were intimidated by it into 
submitting to rapidly-pushed nationalization of enterprise; 
workers into accepting an increasingly severe, quasi-military 
labor discipline. In 1954 the weapon was turned primarily 
against the new “counterrevolutionaries’’—those peasants 
who either were unwilling to join producers’ cooperatives 
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or, if enrolled in them, did not show the proper zeal in ful- 
filling their collective obligations. 

Official spokesmen of the Peiping regime have tried to 
obscure the social status of the new “counterrevolutionaries”, 
but stray references in Communist news reports make it 
quite evident that many of them are peasants without any 
taint of a landlord or kulak background. The obvious re- 
ticence of the officials regarding the class aspect, however, 
has not kept them from boasting on occasion that the re- 
gime’s punitive organs were working overtime to put down 
“counterrevolutionary” unrest in the countryside. 

Doubtless because of its ever-widening application, the 
Chinese Communist system of corrective forced labor was 
eventually spelled out in a comprehensive set of rules. On 
August 26, 1954, the State Administration Council institu- 
tionalized| the system by adopting the first detailed “Regu- 
lations Governing Reform through Labor.” These were 
made public on September 7, together with a simultaneously- 
enacted measure dealing with the release, resettlement and 
employment of “reformed” prisoners and an explanatory 
report by Minister of Public Security Lo Jui-ching. 

Regulations, which (Lo stressed) had been prepared 
“with the assistance of Soviet legal experts,’’ divide the 
bulk of adult prisoners into two principal categories. Those 
in the first category, “counterrevolutionary and other major 
criminals” either imprisoned for life or under deferred death 
sentence and unfit for outside labor, are required to work 
inside the prisons (Articles 12-14). Those in the second 
category, which embraces “convicted counterrevolutionary 
and other criminals” fit for outside labor, are to be placed 
in the “reformatory labor corps” (Article 17). (The regu- 
lations avoid using the terms “camp” and “colony” cus- 
tomary in Soviet penal literature). 

“The reformatory labor corps,” Article 18 stipulates, 
“shall organize prisoners for systematic productive work in 
agriculture, industry and reconstruction programs, and shall 
impart political education in coordination with productive 
labor.” The Lo report underlined the importance of this 
category as the “main type and most appropriate form of 
organized production by criminal labor.” 

In addition to the two main categories, the regulations 
also deal with “prisoners still under investigation or await- 
ing trial” and prisoners sentenced to less than two years’ 
imprisonment, whose commitment to a reformatory labor 
corps may be inexpedient. Both these groups are to be 
placed in “houses of detention” and required to perform 
“appropriate labor” (Article 9). Finally, “young prisoners” 
between the ages of 13 and 18 are committed to “houses 
of correction,” where they are required to “undertake light 
labor under conditions favorable to their physical develop- 
ment” (Article 22). 

The 1954 regulations thus apply the principle of cor- 
rective forced labor all the way down the line, lumping 
together both political and ordinary criminals. Communist 
China, of course, has its share of the latter, and as in the 
Soviet Union they are frequently used by the prison 
or labor camp authorities as tools against the political pri- 
soners. But political criminals clearly make up the core 
of the vast corrective labor force in mainland China. Offi- 
cial documents dealing with forced labor invariably mention 
political offenders first. Often they mention them only. 


The Economic Aspect 


Obviously, then, corrective forced labor is a highly im- 
portant institution in Communist China. The Communists 
publicly proclaimed its inception; they publicly discuss its 
problems. Not only do they boast of its political effective- 
ness, but they also speak with pride about its e€conomic ac- 
complishments. How significant are these accomplishments? 
And how justified is the Communists’ pride in them? 
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In March 1951, one year after the establishment of 
the Chingho Farm, an NCNA report boasted that the 
“counterrevolutionary criminals” undergoing reform through 
labor there had performed a stupendous job of land reclama- 
tion, irrigation ditch-digging, construction of buildings, 
farming and animal husbandry, in addition to various kinds 
of supplementary industrial work. Similarly successful re- 
sults for corrective labor projects in Central China were 
also claimed during this early period, and a Hongkong Com- 
munist paper in December 1951 published a glowing account 
of the achievements of forced laborers in the Canton area. 
Lo Jui-ching, in his report on the 1954 regulations, was 
still more boastful: During the past four years, many 
reformatory labor farms have. been set up, some of the 
larger farms having an area of over 10,000 mou (1,600 
acres). A number of industrial plants have also been ¢s- 
tablished under this program. In addition, numerous labor 
corps have been organized for public works such as water 
conservation, railway construction, lumber collection, and 
house building.” 

Lo further asserted that “the farms, industrial plants, 
mines, ceramic works and other production enterprises now 
in operation have laid a firm foundation for the future work 
of reforming criminals through labor.’’ More important, 
he added, they had contributed directly to “the development 
of national reconstruction” and “resulted in substantial sav- 
ings for the state, thus creating a large amount of national 
wealth.” 

The various. corrective labor enterprises must have re- 
quired a considerable investment. How, then, could they 
have produced, in the brief span of four years, “a large 
amount of national wealth?’’ Lo indirectly answered this 
question by stating that after deducting the living costs of 
the prisoners and other necessary expenditures for the pro- 
gram during the four-year period, “the amount of fixed 
assets and liquid capital thus accumulated is approximately 
equal to the total sum allocated by the state for this pro- 
gram.” 

Although somewhat involved, Lo’s statement suggests 
that the output of corrective forced labor was amortizing 
the investment at such a rapid rate that the total costs 
could be expected to be balanced out by receipts at the 
end of the fifth fiscal year (1954). If Lo’s claim was not 
an exaggeration, and assuming that similar conditions con- 
tinued to prevail, it is possible that forced labor enterprise 
may actually have produced a considerable surplus in the 
sixth year (1955). 

But what are the human relations under which the 
Communists achieve such results? Obviously, the criminal 
forced laborer is in much more unfortunate position than 
either the manorial serf of feudal days or the conscripted 
member of a state corvee team, both of whom to some ex- 
tent enjoyed (or enjoy) a life of their own. The criminal 
laborer is personally unfree, and even though he may not 
be serving a life term, the conditions under which he works 
are essentially those of slavery. Institutionally, corrective 
labor as practiced in mainland China and other Communist 
countries is but a modern form of slave labor. 

Compared with the private ownership of slaves, Com- 
munist state slavery has conspicuous advantages. The 
bureaucratic masters of the economy do not have to purchase 
their convict laborers, nor need they pay them any wages. 
The costs of maintaining and guarding them may be con- 
siderable, but the history of chattel slavery shows that it 
may, if sufficiently organized, produce a surplus even when 
the slaves are purchased ‘at a high price and the ‘costs of 
maintenance are substantial. Other conditions being equal, 
the surplus manifestly is the larger, the less that is spent 
for upkeep and the longer the slaves are kept toiling. The 
inhumanity which characterizes the Chinese Communists’ 
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treatment of criminal laborers shows that they are fully 
aware of the methods which make slave labor economically 
profitable. 


The System in Operation 


Although the Peiping regime systematized its corrective 
labor policies at a time when the USSR and the East European 
satellites were evidently beginning to handle their own 
forced laborers less wastefully, it significantly showed little 
readiness to ease the harsh practices that had grown up in 
the early years of Communist rule. 

The 1954 regulations, drawn up with Soviet advice, did 
incorporate certain features of the ‘rationalized’ Soviet 
forced labor policy, such as provision for better sanitation 
and for “supply centers’? where prisoners may buy ‘“‘supple- 
mentary food.’ They failed, however, to provide for any 
significant improvement of existing living and working con- 
ditions; nor did they provide for wages. Indeed, earlier 
experiments with small payments were discontinued. Cor- 
rective labor, said a Jen-min Jih-pao (People’s Daily) edi- 
torial on the regulations, is “compulsory and without re- 
muneration.” 

There was, of course, a practical reason for the Soviet 
tendency, by 1950, to ameliorate forced labor conditions, 
just as there was a practical reason for the Chinese Com- 
munist failure to follow suit. The USSR and East Euro- 
pean countries had to husband their human resources be- 
cause of a shrinkage in the annual labor force increment 
resulting from the war. The Chinese Communists could 
draw on an almost inexhaustible labor supply and conse- 
quently saw no need to introduce costly improvements in 
the corrective labor system. 

Work hours for Chinese forced labor are long. The 
1954 regulations (Article 52) prescribe that the labor day 
shall be, ‘‘as a rule,’ 9-10 hours and “in seasonal produc- 
tion . . . up to 12 hours.” 
“as a rule.” If they mean anything, they mean that the 
overseers are free to prolong working hours as they see 
fit. 

Discipline is harsh. The corrective labor force is or- 
ganized in divisions, regiments, battalions, companies and 
platoons. According to the testimony of former prisoners, 
details are “marched to work under strict discipline,’’ and 
beatings are invariably administered for infractions of the 
rules both during and outside working hours. At the “East 
China Farm” near Shanghai, the laborers were “simply 
worked like draught animals . . . each plough was drawn 
by four to six men, and laggards were whipped.” 

Article 46 of the 1954 regulations mentions “instru- 
ments of restraint’? which the guards may be authorized to 
use “as precaution against possible escape, violence, or other 
dangerous acts on the part of a prisoner.” This manifestly 
refers to iron chains and cuffs, which are freely employed 
in the prisons and camps of Mao’s China. In addition, the 
Communists enforce a system known as “mutual guarantee 
and mutual punishment” under which one prisoner’s attempt 
to escape brings punishment upon all members of his unit 
or work detail. Knowledge that his fellows will suffer for 
his offense is a powerful deterrent to the individual prisoner 
contemplating escape. 

A Communist account describing how forced laborers 
at the Chingho Farm established a _ ditch-digging record 
while working barefooted on ice remarked that “obviously 
these results could by no means be achieved by compulsion 
alone.” Indeed, there are other incentives the nature of 
which becomes readily apparent when we look at the situa- 
tion of the three main categories of prisoners composing 
the corrective labor forte. 

As already noted, the preponderant middle group, com- 
posed of prisoners serving terms of more than two years 
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but less than life, work in reformatory labor corps camps. 
Competitions are held to stimulate production, with prizes 
for the winners; special awards or privileges may be won 
by “voluntarily” asking for longer work hours. If a pri- 
soner consistently observes labor discipline and fulfils or 
exceeds the production norm, he has a chance to earn a 
“material award’ or, possibly, a reduction of his sentence. 


The same incentives evidently operate for the other 
two principal groups: untried prisoners and prisoners sen- 
tenced to less than two years, who are held in houses of 
detention; and prisoners under life sentence or given a stay 
of death sentence, who perform hard labor in prison. In 
each of these groups, however, the usual incentives are 
combined with others far more compelling. 


In the houses of detention, the prisoners awaiting trial 
naturally toil unsparingly at their work assignments in the 
hope of winning acquittal or getting off with a light sen- 
tence. Their already convicted fellows are obliged to match 
their performance in order to avoid punishment as shirkers 
or saboteurs. In the prisons, it is those under suspended 
death sentence who set the pace, which the “lifers” perforce 
must try to equal. Thus, prisoners awaiting trial-work for 
their freedom; those given a stay of execution work for 
their lives. The rest must keep up to avoid a harsher fate 
than is already theirs. 


British trade union leader H. Earnshaw, a member of 
the Labor Party delegation which visited China in August 
1954, is one of the few independent foreigners allowed to 
see how this type of incentive operates. At a Peiping 
prison, he was told that prisoners under suspended «death 
sentence could “redeem themselves through labor’ but 
would be “executed ... if their work did not give satisfac- 
tion.” Earnshaw was stunned at seeing all the prisoners 
“working at full stretch” in what was, for some, nothing 
less than a desperate marathon against death. “In fact,’ 
he noted, “we had never seen human beings working at 
such a pace.” 


The corrective labor force also includes women, both 
old and young, sometimes as many as 1,500 in a single 
camp. Some have been convicted for their own “criminal’’ 
offenses, but others merely because—as one ex-prisoner 
stated—they were “relatives” of those whom the Com- 
munists describe as “reactionary elements.’ Apart from 
provisions against imprisonment of pregnant women, for 
separate women’s quarters, and for supervision of women 
prisoners by female personnel, the 1954 regulations fail to 
stipulate any differentiation in treatment in regard to work 
hours or rest days. 


Silence is a concomitant of labor. Many former in- 
mates of prisons and corrective labor camps testify that talk 
between prisoners was forbidden during working hours and 
often: at other times as well. To the rule of silence, how- 
ever, there is one exception: the prisoners are obliged to 
attend “study groups” for an average of at least an hour 
per day. Weakened by exhausting day-long labor, poor 
food, and inadequate shelter, they still must learn Com- 
munist doctrine. But first they must “struggle” against 
themselves. In unending “criticism and self-criticism” they 
belabor each other and condemn their own earlier thoughts 
and actions, until all positions displeasing to \their Com- 
munist masters are rejected. 


Political Effect and Perspectives 


Thus, corrective labor serves the Mao regime both as 
a means of economic exploitation and a weapon for poli- 
tical coercion, intimidation and re-education. To measure 
its general political effect, it is important to arrive at some 
approximation of the numbers of Chinese who have been 
subjected to it, and particularly of those who have survived 
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and returned home, “reconstructed” to Communist specifica- 
tions. 

A report presented by the Chinese delegation to the 
United Nations in February 1955 estimated the’ number of 
persons who had done slave labor in Mao’s China at 25 
million. This figure included “civilians committed to forced 
[ corvee] labor” (8 million) and ‘victims of disasters used 
as slave laborers” (3 million). Marx’ conception of corvee- 
based Oriental despotism as a society of “general slavery” 
would justify classing these two groups as slave laborers, 
but here we shall deal only with slave laborers in the narrow 
sense. This leaves 14 million persons sentenced to slave 
labor in Communist China through 1954. 

Earlier estimates put the figure at 20 million for the 
period up to mid-1952, 15 million for the period from 1950- 
53, and 23.25 million up to February 1954—this last esti- 
mate relying on Nationalist Chinese sources. The well- 
known Chinese-American author, Yuan-Li Wu. in his recent 
book, An Economic Survey of Communist China, sees these 
various figures as “guesses based on incomplete returns,” 
but definitely indicative of the staggering number of persons 
involved. In any case, 14 million is a more conservative 
estimate than any of the others cited, considering the longer 
period covered. It is based on elaborate calculations using 
available bits of information to determine the size of the 
various groups which make up the slave labor force. While 
the estimates for some groups could possibly be too high, 
errors in the opposite direction are by no means excluded. 

To bring the total figure up to date, a substantial 
number must be added on account of the peasant “counter- 
revolutionaries” penalized during the tremendously stepped- 
up collectivization drive of 1955 and the first half of 1956. 
Again, there are no official over-all figures, but Communist 
publications admit that the new wave of ‘counter- 
revolutionary” resistance and sabotage was widespread. It 
is an entirely reasonable guess that the recent additions not 
only compensate for any possible exaggeration in the 14 
million estimate, but raise the total by at least one million. 
Therefore, we can say that in six years of Chinese Com- 
munist rule about 15 million persons out of a total popula- 
tion of around 600 million—one out of every 40 citizens— 
have entered the regime’s prisons or corrective labor camps. 

Not all who enter are fortunate enough to leave. There 
is ample evidence that the death rate in the prisons and 
camps is high, though how high is hard to guess. Food 
rations are probably less inadequate in the camps than 
in the prisons, but the strenuousness of the outdoor labor 
and frequent exposure of the prisoners to the bitterest 
kind of weather are counter-balancing factors. According 
to the testimony of many former camp inmates, the less 
hardy, weakened by overwork, lack of rest, and malnutri- 
tion, contract illnesses which often prove fatal because of 
neglect. In not a few instances prisoners taking part in 
production “competitions” died from over-exertion. 

Still, a significant number of prisoners evidently 
manage to survive long enough to be discharged. Once 
more general statistics are lacking, and what fragmentary 
information has been given out by Communist sources must 
be treated with reserve. A statement by the director of 
the Chingho Farm in April 1955 claimed that “more than 
two-thirds of all criminals (sent there) were released .... 
on or even before the expiration of their original prison 
terms.” 

Not all those nominally released, however, are free to 
go where they please. Article 62 of the 1954 regulations 
stipulates that corrective labor institutions shall re-regis- 
ter not only any prisoners who “elect to remain” but also 
those who are “homeless (and) without any prospect of 
employment” or who have been confined ‘in sparsely popu- 
lated areas, where their settlement is possible.” There are 
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thus two categories of prisoners who are obliged to stay 
whether they like it or not, even if their status is no 
longer that of regular convicts. As for “volunteers’’, it is 
doubtful that there are many whose decision is not the 
result of pressure by the labor camp authorities and/or fear 
of not being welcome in their home localities. 

According to Minister Lo’s 1954 report, 27 percent of 
all prisoners released from Chingho Farm up to that time 
had “voluntarily” stayed to work in or near the camp. 
Lacking independent information, we are obliged to accept 
this as a fair approximation of the total percentage who 
remained, whether voluntarily or otherwise. 

Nevertheless, the majority of prisoners who survive 
and win release evidently return to their villages or towns, 
adjusting as best they can and taking due care not to discuss 
the acts of violence and inhumanity which they have ex- 
perienced. Even though they remain silent, the effects of 
what they have been through are readily apparent. Assum- 
ing that by mid-1956 roughly half of the cstimated total 
of 15 million prisoners have returned home, one out of 
every 80 Chinese is a living, fear-inspiring reminder to those 
around him of the regime’s punitive power. 


* * * ae 


An editorial in Jen-min Jih-pao on April 1, 1955, 
classed both corrective labor farms and state farms operated 
with military labor as “socialist enterprises.’’ These units 
are large, mechanized, and run by an authoritarian manage- 
ment. which fixes production quotas with no concessions to 
“small-peasant thought.” In the Communist view, they are 
more advanced than the “semi-socialist” agricultural pro- 
ducers’ cooperatives, which still tolerate some survivals of 
private property and freedom. 

But the existence side-by-side of “socialist”? and “semi- 
socialist’? enterprise will not continue indefinitely. While 
leaving the details of future development open, the Jen- 
min Jih-pao-editorial stated that the state farms “should 
absorb into them the experienced farmers of the locality.” 
When this becomes the dominant trend, the “socialist’’ farms 
with their military or coercive labor set-up will eventually 
absorb the less “socialist”? agricultural units. 

What about industry? In the large state-operated in- 
dustrial enterprises, labor is not as thoroughly disciplined 
as on the state and corrective labor farms. But this situa- 
tion is rapidly changing. Kung-jen Jih-pao (Workers’ 
Daily), as early as January 21, 1955, reported that “punish- 
ment of workers has become the principal method of con- 
solidating labor discipline, and the ‘Outline of Labor Re- 
gulations in State-Owned Enterprises’ has been made the 
legal basis for punishing the workers.” 

These regulations, in fact, give the managers almost 
unlimited authority to punish infractions of labor discipline. 
Under their whip, the workers are confused and often des- 
perate to the point of accusing themselves of crimes they 
did not commit. They cry and are “scared to death.” The 
regime inveighs against excesses on the part of the managers. 
But it is careful not to deprive them of the punitive power 
which is imposing upon even the ordinary worker more and 
more of the harsh discipline and ill-treatment which are the 
lot of the criminal forced laborer. 

To be sure, as long as man retains some inner auto- 
nomy, there are bound to be “counterrevolutionaries’” who 
will be sent to special punitive and corrective institutions. 
These institutions therefore appear firmly entrenched in the 
Communist system. But when the disciplinary and correc- 
tive functions thus far performed most consistently by the 
corrective labor administration become part of all state en- 
terprises, then there will be little to distinguish the sup- 
posedly free, non-criminal laborer from his counterpart in 
forced labor camps. 
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AND FREEDOM IN SE. ASIA 


By Philip M. Hauser 


it may be that in Southeast Asia we have the testing 
ground of the corapatibility of economie planning with the 
maintenance of essential freedoms. We mey be witnessing 
what may, in the persnective of history, be a major cul- 
tural development-—and J am using the word ‘“eulturai” 
now in the sense of an anthropologist or of a sociologist, and 
not in terms of art or literature. One can have economic 
planning at vatious levels without necessarily imperiling or 
infringing the essential freedoms. There are roteworthy 
exainples from which we should not generalize too hastily. 
One such example is the United Kingdom. These are pat- 
terns for Asia to follow. But the real demonsiration is to 
be made im the years ahead and it is going to be this part 
of the word that will make it. 


“Precdom”™ and “economic 
hand, regarded as antitheticai; and, on 
plemeniary or even mutuaily 
concept “economic planning’ is relatively unambiguous, 
“frecdom’’ may have many connotations. These include 
political, personal, velivious, and economic freedoms. These 
essential freeiems may be defined as consisting of the 
ability to make individual choices with a minimum of re- 
strictions and inteiferences by agencies of Government other 
than those imposed by beou.! considerations of health, safety, 
or morals, Economic planniag may be considered as con- 


planning” on the one 
the other, as com- 


dependent. Although the 


are, 


sisting of a xencral effort te direct and control a national 
economy from a central source. Economic planning may 
embrace very genevsl and broad divections, or minute ani 


detailed controls; the 
whole or 


instramentalities 
riven sectors of an economy. 


may embrace the 


Certain generalizations may be made for the contem- 
porary world. Where cconomic pianning is practised the 
most comprehensively and intensively, there is the least 
political, personal, veligious and economic freedom. The 
situation in the communist part of the world, containing 
about a third of the worid’s peoples, documents this genera- 
lization. In contrast, it is in the free western world that 


of existence to which reference has been made, 


The associiution hetween economic planning ande re- 
stvictions upor freedom, as observable in the contemporary 
world, does not necessarily mean thai these concepts are 
completely incompatible. To begin with, within the free 
western world itself there are varying degrees of economic 
plann‘ng evident among, for example, such nations as the 
Onited States, the United Kingdom, and Sweden. More- 
over, within the communist countries there are undoubtedly 
variations in the degree cf freedom permitted. 


In fact, « number of the free countries of Asia are 
setting their courses of national economic and social de- 
velopment on the assumption of the conipatibility of 2cono- 
mic planning and freedom. In adopting a program of 
national planring, Burma has socialized a number of im- 
portant sectors of her economy. But she has nevertheless 
left a substantial portion of her economy open te private 
enterprise. 


A number of the leaders of nations in free Asia are 
convinced that economic planning is not only compatible 
with freedom in their ceuntries, but is a prerequisite to it. 


And there is much to support their position. 
place, compared with the advanced countries in their early 
stages of development, the less developed nations ‘today are 
relatively poorer in Jevel of living and in capital resources, 
experience much greater pressure of population upon re- 
sources, have no access to a “new world,” and have relative- 
ly little experience with commercial and _ technological 
development. 


Moreover, as a byproduct of long periods of colonialism 
and havd-earned political independence, a number of the 
countries of free Asia are characterized by pluralistic, poli- 
tically divided and truncated, societies. These countries 
have yet to achieve integration of their diverse racial and 
ethnic stocks, political unity, and effective leadership in 
non-governmental as well as governmental activities. 


In Burma, for example, the indigenovs Burmese, the 
Indian, the Chinese, in no sense live as integrated unified 
groupings but. rather, as pluralistic, almost independent, 
semi-autonomous cultures and societies within the broader 
Union. 


And revolutionary movements which preceded political 
in‘lependence were understandably impatient with pre- 
independence leaders. There was a tendency for many of 
the nations in this part of the world to get rid of such 
leadership that existe, not only in the political, but also in 
other walks of life—the universities, business, general ad- 
ministration, and so on. By a truncated society, I refer 
to a society with a good part of its head cut off. 


In consequence, the free countries of Asia find economic 
planning a must in their efforts to achieve independence 
and to raise the levels of living of their peoples. Only 
through central economic planning can the limited available 
human and material resources be most effectively mobilized 
and employed. 


The problem is whether the free nations of Asia have 
the will, the forbearance, and the knowhow to achieve their 
goals of “socialism” without infringement of the essential 
freedoms. Moreover, once the initial phases of induced 
economic development are well under way through central 
naiiona] planning, it may be that the free Asian nations 
will find it feasible and desirable increasingly to depend 
on free market mechanism ie increase productivity and 
yvaise levels of living. 


Democratic and free methods are often slower, more 
tortuous, and may seem less efficient than totalitarian 
methods. But succumbing to the lure of the supposed 
efficiency of dictatorship would mean the adoption of the 
communist type of economic planning-—planning at the 
expense of the freedoms, planning at the price of the en- 
slavement of the individual. 


The free and communist worlds, respectively, embrace 
about a third of the world’s population. The remaining 
third econiprise mainly of the less developed nations of the 
world, a considerable portion of which is in Asia. Asia 
may have it in its power to demonstrate to the other two- 
thirds of mankind that economic planning can be compatible 
with freedom. If this cam be done, then Asia may con- 
tribute a way of life that will take its place among the great 
cultural achievements of human history. 


In the first” 
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PULP AND PAPER PRODUCTION FROM TROPICAL 
FIBRE MATERIALS 


By A. Eggers-Lura 


The Chinese were the first to succeed in making paper 
by inventing pulp, which they produced by cooking together 
rags, fishing nets, bark fibres ete., often with addition of 
alcaline ashes. They then pounded, washed and sieved the 
mixture, and added gums for sizing, chaJk for filling and 
flour for whitening. This method cf paper manufacture 
spread via the Arabs to Spain, and’ then to the rest of 
Europe. In the year 1700 the production of France and 
England was estimated to be abt. 8,000 tons per annum. 

From time to time minor improvements were made in 
manufacturing methods, but the demand for pulp did not 
inerease substantially until abt. 1800 with the advent of the 
Fourdrinier machine, which produced paper on an endless 
web or belt, 

Meanwhile, many substitutes for rags had been tried, 
including hay, cabbage stalks, nettles etc., but the only one 
consistently used in small quantities was straw. Abt. 1860 
Hsparto grass was found to be very suitabie for good grade 
paper, and increasing imports came into U.K. from Southern 
Spain and North Africa. This fibre has been in good de- 
mand in U.K. up to the present time, the average annual 
consuniption being nowadays abt. 300,000 tons. 

It is only during the Jast 70-90 years that pulp has 
been made from wood fibres, and after the first manufactur- 
ing difficulties had been overcome, the production expanded 
to such an extent that just before the last war it was esti- 
mated that 80-90% of the total paper supplies in the world 
were obtained from wood. Moreover, the cost of wood 
pulp proved to be much less than that from any other 
source. 

It was natural that, as the early experiments in the 
production of wood pulp were carried out in Europe anid 
North America, the timbers used were mainly coniferous, 
as they were available in vast qyantities and in more or 
less pure stands. Moreover, they were easy to transport as 
they could be floated down the rivers, near which most plants 
were erected. They also possessed the principal qualities 
necessary to the making of good paper, i.e. high cejlulose 
content, long fibre length, pale colour, and low specific 
gravity. 

The consumption of paper has increased tremendously 
during the last decade, and it is bound to increase from 
year to year in future, so even with full development of 
the present and potential coniferous wood sources, it appears 
unlikely that they can supply the future requirements for 
pulp and paper all over the world. 

The fact that conifers have maintained their pre- 
dominant position in current usage has tended to obscure 
what has taken place in the use of broadieaved woods and 
other fibrous materials in recent years. However, experi- 
ence recently gained furnishes ample evidence that today 
broadieaved woods (and many cther fibrous plants) can be 
considered a feasible raw material base for the expansion of 
the pulp and paper industry. 

Until recently it was generally believed that broadleaved 
woods could not be successfully pulped on account of their 
short fibre length (fibre length influences tear resistance), 
but recent investigations have disclosed that it is less the 
absolute value of the fibre length than the ratio of fibre 
length to fibre diameter that is of importarce. The higher 


this ratio is, the greater the tear resistance becomes. Fibre 
length has practically no influence on such properties as 
tensile strength and burst, provided the fibre length is above 
0.8 mm. Folding strength also seems to be little affected 
by tibre length. The sheet formation properties are better 
for short fibre pulps than for tong fibre pulps. 

In 1949 the sth meeting cf the Teehnicai 
on Wood Chemistry, FAO, in Brussels adopted 2 
that sub-tropical and tropical woods can be successftuliy 
pulped by standard alealine cooking methods with enly minor 
modifications. The cooking of mixed species may not give 
the optimum vesults for each species, but the yield may be 
better than the average of the components. 

Present trends indicate that coniferous scftwoods wilt 
continue to be used to the fullest extent of their availability, 
but that broadleaved woods and other fibrous materials will 
be consumed in even preater quantities where this can be 
done economically. 

In 1954 U.N.O. published a comprehensive survey en- 
titled: “Wood Pulp and Paper Resources and Prospects”. 
It was prepared by F.A.O. in co-operation with the Secre- 
taries of UNESCO, ECE and ECLA. and in a_ hundred 
pages it presents a careful and wel] thought out analysis 
of the situation and prospects. The survey points out that 
world paper consumption in 195-52 averaged 47 millien tons 
annuaily, and estimates that it wiil rise to 65 raillion tons 
by 1960-62. About 14 million tons of this increase will 
take place in Europe and North America, and though a 
considerable increase iz; production in these regions is ex- 
pected, the surplus avaliable for expert to the rest of the 
worl is not likely to grow very rapidly. 


Committee 
resolution 


* a * * 


The Far East, Oceania, Africa, the Near East ani 
Latin America consume about 45 million tons annually, of 
which abt. 1/3rd is imported from Europe and North Amevica, 
as well as abt. } million tons of pulp. By 1960 the vequire- 


ments are expected to be between 8-9 million tons an- 
nually. 

Althovgh several pulp and paper factories are being 
built or planned in ail these regions, the expansion con- 


templated in the coming decade cerrespends to 
the expected increase in consumption. 

Sinee the war several projects have been engaged upon, 
where paper is produced from non-coniferous fibre materials. 
For example the following can be mentioned. 

On the Ivory Ceast the French Goveriment supported 
R.I.C.C. has erected a pilot plant with a capacity ef abt. 
6,000 tons a year, and here production of wrapping paper 
from mixed tropical hardwoods by the soda-sulphur process 
has been studied on an industrial scale. 

In Brazil a mili is pulping Parana Pine, but also using 
Tropical hardwoods. In Australia more than 100,000 tons 
of breadleaved Eucalyptus wood pulp are manufactured an- 


only half 


nually. Eucalyptus is also used for groundwoo:l pulp in 
Chile. In South Africa hardwood pulps comprise €5—90% 


of the furnish of printing, writing and envelope grades of 
paper. 

In Asia several countries are cither planning factories 
or engaged in actual production of paper made from hard- 
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wood, rice grass, sugarcane and bamboo pulp, or mixtures of 
such pulps and softwood pulps, f. inst.: 


Burma—a 30,000 ton chemical pulp plant. Of this 
output 12,000 tons will be used- locally for paper making 
and 18,000 tons pulp will be exported. India—four plants 
were under construction in 1954, with a capacity of abt. 
50,000 tons paper. A further 10 plants were being planned 
with an estimated output of abt. 133,000 tons of paper. 
Indonesia—four plants to produce abt. 55,000 tons paper 
annually. Pakistan—four plants to produce abt. 75,000 
tons. Philippines—four plants to produce abt. 110,000 tons. 
Vietnam—one plant to produce abt. 18,000 tons. The total 
planned output of the above plants, being either constructed 
or planned, would be abt. 400,000 tons a year. If all these 
projects are embarked on, the output will still be below 
the likely requirements, which are estimated to be 465,000 
tons by 1960-62. 

In China several new pulp and paper mills are in 
course of erection. The Kwangtung paper mills are being 
expanded to increase newsprint output and to provide chemi- 
cal pulp for other mills. According to the plan China's 
output should reach 650,000 tons machine-made paper by 
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1957, and in addition to this the production of hand-made 
paper is planned to be abt. 70,000 tons. 

To complete the picture it may be mentioned that ex- 
periments are going on in Malaya and the British possessions 
in Borneo with a view to grow hardwood timber for produc- 
tion of wood pulps, and in Hongkong Lantau Development 
Co. are planting sub-tropical pine trees, which are thought 
to be useful for pulp production. 

No doubt during the next score of years the pulping 
and paper-making techniques will be improved to such an 
extent that almost all fibre materials, including broadleaved 
hardwood, cay be successfully employed to manufacture 
paper, and when this happens it is likely that pulp and 
paper factories will appear all over Asia. As an example 
we shall in the following examine the possibilities of manu- 
facturing paper from tropical fibre materials in one Far 
Eastern country, viz. Malaya. 


* * * * 


Raw Materials. Malaya possesses fibre materials in 
abundance for manufacture of pulp and paper, and they 
are mainly the following: 

a) Broadleaved woods. 

b) Straws (Ricestraw, Lalang Gross). 

c) Bamboo. 

d) Other fibre materials, 

pineapple leaf fibres. 


For comparison’s sake a table showing the characteris- 
tics of various fibrous raw materials is shown below as 
appendix I. 

In the following further details will be given concerning 
some of the available fibre materials: 


Re. a). Broadleaved Woods. Of the 4 milliard 
hectares which represent the total forest area in the world, 
tropical forests occupy abt. 45%, but of the timbers from 
this very large area negligent quantities have been use 
so far for pulping on account of unfavourable political, 
geographical and economic factors. 

The total area of reserved forest in Malaya is 12,170 
square miles, representing abt. 24% of the total land area. 
Of this some 4,000 square miles are hill and mountain 
forests reserved solely for protective purposes to prevent 
erosion and safeguard water supplies. It thence follows 
that abt. 8,000 square miles are left for commercial ex- 
ploitation. This is more than enough to satisfy the needs 
for wood material in the country until further, even if new 
productions are taken up. 


Two favourable factors characterize the tropical forests 
as a source of pulpwood: The number of trees per hectare 
(and the volume and density of the timber) is high, and 
reproduction and regrowth is rapid. Furthermore the cost 
of wood delivered at the mill is comparatively low. 


Apart from the mangrove area which is more or less 
homogenous in composition of species, it is difficult to give 
general characteristics for the tropical forests, because they 
vary greatly. Usually they are composed of a large number 
of mixed species, and the mixture includes some of the 
heaviest timbers as well as some of the lightest. There are 
similar extremes in chemical composition and fibre charac- 
teristics. Some of the timbers are equal or superior in 
quality to those from the better temperate broadleaved 
woods. Others, because of their high lignin content, extrac- 
tives, or thick-walled, short fibres, produce pulp of poor 
quality. 

The dimensions of the fibres differ according to the 
species. Fibrelength varies from 0.7 mm to 4 mm, but for 
the most of the species the average length is between 1 and 
2 mm; the ratio dimater/lumen is also very variable. 


like coconut-, palm, and 
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The content of cellulose is about 45%, that of lignin 
is generally high (averaging 32%), whilst the content of 
pentosans generally is about 15%. Certain species contain 
a high percent of silica, and some are full of extractives. 


It has been established that cooking. of heterogeneous 
mixtures of species is possible and in some instances desir- 
able from the standpoint of pulp quality. Therefore, if the 
average pulping characteristics of trees in a certain forest 
area are suitable, it is possible to produce a satisfactory 
pulp with the following provisions: 


a) Elimination of certain species particularly difficult 
to pulp. 

b) Establishment of detailed forest statistics to allow 
harvesting in such a way that mixtures of wood 
arriving at the mill are as uniform in pulping 
characteristics as possible. 


ec) Blending at all the stages of the mill operation 
(log piles, chippers, silos ete.) in order to maintain 
a uniform distribution of wood types. 


When mixtures of wood are favourable, bleached sul- 
phate pulp from tropical broadleaved species can be of a 
very high quality, and may be used for such grades as writ- 
ing and printing paper. Semi-bleached pulps may be used 
for wrapping papers and as a substitute for unbleached sul- 
phite in newsprint etc. For many grades of wrapping 
papers, corrugated liner board etc., the unbleached pulp can 
be used as 100% of the furnish. In some instances long 
fibred leaf plants, like for instance pineapple or bamboo 
(both available in Malaya) may be mixed with the broad- 
leaved woods. In such cases they may be specially pro- 
cessed to yield the long-fibred pulps necessary to impart 
higher strength to otherwise deficient mixtures. 


Most of the Malayan rain forest which is exploited 
today for its timber is easily accessible, and as the road 
‘system is well developed the transportation even to far-away 
communication centres and ports is relatively easy and cheap. 
River transportation may also be used to a certain extent, 
although it is doubtful whether it makes transportation much 
cheaper than by road. 

Fresh water is available in abundance almost all the 
year, electric power is well developed and relatively cheap 
for industrial enterprises, most of the chemicals necessary 
for paper production are available in Malaya or in nearby 
countries, and both skilled and unskilled labour is plentiful 
and at reasonable rates. 


It may be mentioned that mangrove wood can be manu- 
factured to pulp. Mangrove is found in abundance along 
the rivers and coast-lines all over Malaya. 


300-400,000 tons of broadleaved wood material is 
wasted every year in Malaya’s sawmills due to their old- 
fashioned sawing methods, and hundreds of thousands of 
tons of wood are wasted in the forests because onby a frac- 
tion of, the wood in a certain forest area is made use of. 
This waste could no doubt provide a cheap taw material for 
paper pulp. 

Some years ago two exceedingly fast growing trees 
were found in Malaya, namely Batai (Albizzia falcata 1.) 
and Yemane (Gmelina arborea roxb.). These two trees 
grow to a height of abt. 60 feet and 10’-20” diameter in 
6-7 years. They can live on almost any soil, with the pos- 
sible exception of swamp, and they grow well in lalang. 

In 1952 relatively good pulp and paper was made from 
Batai in the Colonial Products Bureau in London, and it 
appears, therefore, that there should be tremendous pos- 
sibilities of establishing paper production on the basis of 
this tree. Indian scientists have also described Batai as 
a promising raw material for manufacture of newsprint. 
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Before the war the Department of Agriculture in 
Malaya examined the possibility of paper production from 
Yemane, which was reported to produce a good unbleached 
pulp without a great deal of trouble. 


There is no doubt that several timbers in Malaya are 
very suitable for conversion into pulp, but unfortunately 
most of them have not yet been subject to specific investi- 
gation. 


It is difficult to say offhand what should be the minimum 
output of pulp in a Malayan plant, but it will probably not 
be less than 50 tons, and maybe as much as 150 tons, a 
day. For an output of 100 tons per day the timber re- 
quired would be about 225 tons of air-dried or approxi- 
mately 300 tons of green wood per day, say 90,000 tons per 
annum. Batai, grown on a 7 year rotation, could produce 
as much as 100 tons per acre and therefore the area needed 
to supply a mill with an output of 100 tons of pulp a day 
would not be more than 7,000 acres. This area could pro- 
bably be made available from old rubber land. 


Re. b). Straw. Straw was employed in making pulp 
for paper long before wood was used, but methods were pri- 
mitive, and cardboard and low-grade wrapping were the 
main products. Progress in the straw pulp industry was 
slow and it was gradually superseded by the wood pulp 
industry, although many small straw pulp mills from the 
early period are still in operation. 


Today, total production of pulp from straw amounts to 
abt. one million tons per year, or some 3% of the world’s 
wood pulp production. 


Improvements in production technique have allowed 
finer grades of pulp to be produced from straw by the soda 
sulphate, caustic soda-chlorine and neutral sulphite pro- 
cesses. Products of these processes are almost equal to 
coniferous wood sulphite pulps in strength, although they 
do not quite have the tear resistance. After bleaching, 
straw pulps made by these processes may be used for manu- 
facture of writing and printing papers. 


A potential straw pulping material is rice straw pro- 
duced in troical and sub-tropical regions. Before world 
War II, white paper of high quality was made in Java from 
100% rice straw. The two Javanese mills in operation 
today together have a capacity of 40 tons a day. Several 
mills are also operating in Japan, China and Italy making 
paper from rice straw. In 1949 it was decided to establish 
a paper mill at Batticalola, Ceylon, which manufactures 
ordinary types of writing and printing paper from rice 
straw, by the monosulphite process. The annual production 
is 3,750-4,500 tons, and the total cost of the factory abt. Rs. 
12 million. 


According to Arnowsky, rice yields abt. 1.4 tons of 
straw per ton of rice. The yearly production of rice in 
Malaya is abt. 700,000 tons and the amount of rice straw 
may therefore be as much as 1 million tons a year. 


Many of Malaya’s rice growing areas are near com- 
mercial centres or ports (f. inst. Malacca and Kedah), and 
a good road system is available in the rice producing areas, 
so the collection and transportation should not be difficult. 
The ideal radius within which it is normally considered 
economic to obtain straw is abt. 30-35 miles and most of 
the ricefields in Malacca are within this radius. 


Another grass fibre suitable for pulp and paper is Lalang 
(Imperata cylindrica). Some investigators claim that paper 
made from lalang is more or less equivalent to that made 
from esparto grass, and although lalang is a weed that 
should normally not be encouraged to grow in Malaya, it 
might be feasible to raise it commercially on secluded areas 
of deserted rubber land, of which Malaya is so rich today. 
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The best kinds of paper (f. inst. cigarette paper) can 
be made from esparto grass, and there is ample reason to 
believe that the same goes for Jalang. 

Straw is characterized by its open structure, its low 
lignin content (17-19%), low alpha cellulose content (33- 
38%) and high hemicellulose content (27-32%). The ash 
content is generally high (4-8%) and consists chiefly of 
silica. Rice straw has an outstandingly high ash content, 
namely 16-19%. 

Due both to its low lignin 
structure, straw is easy to pulp. 


content and open plant. 


The cells are comparatively short and slender, the aver- 
age diameter being abi. 13 microns (coniferous woed fibres 
30-40 mier.), and the average fibre length abt. 1.0 mm. 


Due to short and thin fibres anu high hemicellulose con- 
tent, straw pulps in general form dense papers with lew 
tear resistance and low capacity. 


When biended in suitable proportions with coniferous 
wood puips, straw pulp will improve sheet formation, surface 
characteristics and printability. They may be recommended 
for use in various papers, such as writing, bond, airmail, 
Jedgev andl book. They may also replace pari or all of the 
coniferous wood sulphite in newsprint and magazine book 
papers, where their addition will increase the strength and 
improve the sheet formation. 

From straw pulp it is possible to make gveaseproof 
and glassine papers possessing good transparency and re- 
sistance to grease and oil. The tear resistance of such 
papers may be improved by blending the straw pulps with 
coniferous wood pulps or other long fibred pulps (like for 
instance bamboo pulps). Good writing and printing papers 
may be made wholly from straw pulps, but fillers are 
generally required to obtain the desired opacity. If used 
alone they are not suitable fer strong wrapping and bag 
paper, but, when mixed they may be used for many qualities. 
Unbleached semichemical straw pulps are well adapted for 
corrugating papers. 

In conclusion we would say that extension of straw 
pulp produciion appears to have been hampered far more 


by difficutties in collecting raw materials than for any 
technical reason. 
Re. c). Bamboo. About 60% of al! paper manufac- 


tured in India is made from bamboo pulp, and in 1951 f. 
inst. 225,000 tons of bamboo pulp were used by the paper 
factories, 

Bamboo has also been used extensively for papez in 
Japan and China for centuries, and a new mill producing 
pulp and paper from this material is being planned for 
Burma at present. 

The Malayan varieties of bamboo ave certainly suitable 
tor paper, though it may be that some species may not very 
easily be bleached. Unfortunately they are irregulavly dis- 
tributed and have a mixed character in Malaya, and there- 
fore their collection may present some difficulty, but on 
the other hand it may be that small-holders can be induced 
to gtow bamboo in snitable areas if they are paid a reason- 
able price for their product. One great advantage that 
bamboo has over conifers is tnat a culm of about 3 years’ 
growth jis suitable for pulping, whereas conifers requive 
much mere time to «develop. 

A felling cycle of 3-4 years is the usual practice, and 
roughly estimated the yield of bamboo per acre per year 
would be abt. 0.75 tons. 

Bamboo yields long-fibred pvu'ps, the fibre length de- 
pending upon the species. Kamboo pulp possesses all the 
good qualities of grass pulp, and in addition they are long 
fibred. Hence, high quality papers can be made from them. 
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Bleached papers are characterized by high brightness and ex- 
cellent formation. They may also be considered as satis- 
factory for use as long-fibred components in blends with 
short-fibred pulps. 


* * * * 


Conclusion. There is presently a need for increased 
supplies of pulp and paper throughout the world to keep pace 
with increasing (lemand. There is a projected probable rise 
of 5% per annum in world requirements of pulp and paper 
over the next «decade, and it appears highly improbable that 
this increased demand can be met with existing production 
facilities. 

It is generally recognized that if the living standard 
in Asia and other underdeveloped regions of the world is 
to be raised, these regions must change their economy ani 
establish their own industries, instead of only producing raw 
materials for the industries of Europe and North America. 
In fact more and more industries a’e being established in 
Asia from year to year, and this development is likely to 
continue. 

When establishing new industries in Asia, such produc- 
tions must of course mainly be chosen which can compete 
with imported goods in price. It is essential that they do 
net require too much technical skill from the labour force, 
and more often than not it will only be payable to take 
up production of bulky items, which are costly to ship 
from overseas on account of the comparatively high freight 
charges. Pulp, and to # certain extent paper, do satisfy 
these factors. 

Malaya is specially suited for paper production because: 

a) it has a relatively high consumption of paper. 

b) it is centrally situated in the heart cf South East 
As‘a, so that transportation of pulp and paper to 
neighbouring countries does not nec ssitate high 
transportation costs. 

c) it has excellent road, port and communication faci- 
lities. 

d) it has plenty of clean freshwater, and possesses 
electric power at a fairly moderate cost. 

e) it has a large skilled and unskilled labour force, 

which can be employed at reasonable salaries. 

f) last but not ieast, it possesses all the raw materials 
needed for paper production in abundance, namely 
wood, grass and bamboo fibres. From these fibre 
materials it is possible by suitable mixtures and 
combinations to produce pulps which ean be blended 
to suit the manufacture of every kind or quality 
of paper. Furthermore, on account of the geo- 
graphical feature of the country it is easy and 
cheap to transport the various fibre materials to 
a few points of collection and transportation. 
Execution of Project. It is of course impossible, with- 

out having thoroughly investigated the problems on the spot, 
to outline in detai] how a possible project should be executed, 
but as far as it is possible to express an opinion on the 
basis of the materia! avaijable the following procedure, 
which reckons with execution of the project in stages, is 
suggested: 

Firstly the local conditions should be carefully investi- 
gated, and it should he determined where the pulp and paper 
mills should be situated. 

In principle, the pulp mills should be located near the 
raw material sources and the paper mills near the consuming 
centres to save freighi. 

It may therefore be advisable to establish, say, three or 
four small pulp mill units in the Federation of Malaya, 
f. inst. near Prai, Port Swettenham, Malacca and in South 
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Johore not too far from the Singapore island. Puip mills 
at these locations would be near the raw material foci, and 
would profit from good sea and Jand transportation facili- 
ties. 


At the first stage ic might be advisable to concentrate 
on pulp production only in small pilot plants, and to export 
the pulps to neighbouring countries which already possess 
paper industries, like f. inst. Japan, China, India, Formosa 
and Australia. 


At this stage a comprehensive research programme and 
statistics must be commenced, to show the way for further 
expansion. 


Next, a paper mill should be established, and the most 
favourable location would probably be Singapore or South 
Johore. The latter Jocation presents the advantage of sav- 
ing of duty on paper sold in the Federation. There are no 
export dufies on paper and board from the Federation to 
Singapore. 


In the beginning the paper mill should cater for the 
Malayan market only, and maini-’ concentrate on making 
cheap grades of board and paper, like f. inst. Strawboard, 
Cardboard, Toilette Paper and to a certain extent Newsprint, 
on which the ocean freight occupies a comparatively high 
proportion of the total cost. (On strawboard f. inst. the 
freight is abt. 25% of the c.i.f. cost, which together with 


the 5’: duty would give the local factory a 30% price advan- 
tage in competition with imported goods). 


Later on, finer grades of board and paper could be pro- 
duced, and if production allowed it, exportation could be 
started to yeighbouring countries, who at present ecver 
their requiremenis from outside South East Asia. 


If production is planned on the basis of Batai or Yemane 
wool, the initial stages could be fulfilled while the trees 
were growing up, so that the whole project was completed 
according to a 7 year plan. 


As mentioned, Batai grows well in lalang, and it there- 
fore seems possible that both fibres could be prown simul- 
taneously in the same area. Rice straw can only be collect- 
ed once a year after the harvest, which is in January, but 
during the rest of the year rice straw could be replaced by 
lalang, which can be harvested al! the year round. 


Because the Batai tree grows to full height in 7 years, 
contrary to temperate conifers which require as much as 
80—100 years, the investment would be short-termed. 


Before concluding this article it should be mentioned 
that viscose-rayon for spinning materiais has already been 
made from hardwood. This opens a completely new field 
with further possibilities, but as it does not direetiy concern 
the present subject, it shall not be taken into consideration 
here. 


APPENDIX !: CHARACTERISTICS OF FIBROUS RAW MATERIALS 
Fibre 
Average Average Alpha- Kaw 
Group length diameter Ash Lignin cellulose Pentosuns Material 
inm micron Td % % "% Texture 
ie PAETEEGUET (Gb: SUMBRCRY OMe cic d.» civite. «etn Re aiss dlera ale sina 1.21.5 9—133 f&—k 17---19 27- open 
PACE REPRO filatastelaitataferetn a diese cesdie a oice <0 yy mye oishsv cn aie aed fale 1.5 8.5 14,20 12..-14 23 open 
DU | SHEMET TOROS arene scy ciara mace ais eerste niavsiasiuatens 1.0—1.8 §- 20 3 6 1R—2? 33-—43 28. open 
Sugareane bagasse .........-.-.- TW 20 2 19—21 40—45 30- open 
ds) Wiuy sataiks with bart Abress csc ecccecs er cscees 0.2--0.3 i0—11 2-4 22—27 31— 3 15 dense 
Woody stems 20.25 16—22 1-2 1--6 60 er more 2 open 
4. Leaf fibres 6d 16-18 1 T--10 53 64 17 open 
Ee BAMDOORe | surest. Vai’. » 3-4 li 1-3 22..-30 50 or mare 18 --21 dense 
For comparison: 
Temperate coniferous woods — .........e cece eee ence 0.7-1.6 $2. 43 1 26 --30 40-45 densé 
Temperate broadicaved woods 2. 02... cece cee eee eee 0.7—-1.6 20-40 1 18--25 3849 dense 


N.R. In non-wood materials the nemivellulose fraction consists chiefly 


peniosan, Wherevs in woods other ecarbohydrutes are also present. 


338 


FAR EASTERN 


Economic REVIEW 


THE CEMENT INDUSTRY OF JAPAN 


PART ONE 


Favored by the postwar brisk rehabilitation demand, 
the Japanese cement industry has made a speedy recovery, 
with an output of 10,600,000 tons (metric; the same here- 
inafter) in 1954, the fourth largest in the world and far 
surpassing the prewar peak output. 


New and additional installation of equipment has made 
considerable headway under the stimulus of a brisk demani. 
On the other hand, owing to the rehabilitation demand hav- 
ing run its course and under the impact of the Government- 
sponsored cleflationary policy, the tempo of expansion of the 
demand has been finally blunted since reaching the peak in 
the first half of 1954. In addition, the operating rate has 
declined because of the pronounced increase in equipment 
capacity, and this trend is likely to continue for the time 
being. 


Despite stiffening sales competition and price slip, the 
cement manufacturing business at present may be regarded 
as one of the booming industries. However, the disparity 
in the standing of cement manufacturers will gradually come 
to the fore through sales competition, which is bound to grow 
in severity. 


General Condition 


Since its inception in 1872 the Japanese cement in- 
dustry enjoyed increased production year by year in the 
wake of the rise and development of other industries, with 
a prewar record high of 6,200,000 tons in 1939, which was 
the fourth largest output in the world, coming next to that 
of the United States, Germany and the United Kingdom. 


However, hard hit by the dilapidation of equipment, 
shortage of materials and postwar economic chaos, cement 
production in 1946, the year immediately following the 
war's end, fell sharply to 900,000 tons, or one-seventh of 
the prewar peak output. Fortunately, because of the slight 
damage «lone to equipment and favored by the subsequent 
active demand from land and building rehabilitation plans 
and further by the speed-up of electric power development 
projects, the cement industry developed at a rapid tempo 
of 7 to 50% increase annually in the postwar years as com- 
pared with the prewar annual rate of expansion of 3 to 
20%. As a result, Japan’s cement output in 1954 reached 
10,600,000 tons, which was far above the prewar peak and 
the fourth largest in the world, coming next to 45,600,000 
tons for the United States, 16,200,000 tons for West Ger- 
many and 12,100,000 tons for the United Kingdom. Thus 
the position of the Japanese cement industry in the world 
has already recovered to the level achieved prior to World 
War II. 


After making such a speedy recovery and development 
under brisk postwar demand, the Japanese cement industry 
has been confronted since the second half of fiscal 1954 
(the fiscal year begins on April 1 of each year and ends 
on March 31 of the following year; the year as used in this 
article means the fiscal year, unless otherwise stated) with 
the following new developments because of the devreéase in 
the (lemand for cement by the Government and public agen- 
cies due to the adoption of a retrenchment. budget and to 
the sluggishness of the private demand for cement under 
the impact of the Government’s deflationary policy; on top 
of the stalemate in the rehabilitation demand: (1) decréase 


in the operating rate due to the imbalance between rapidly 
increased equipment capacity and production; (2) intensi- 
fication of sales competition among manufacturers; and (3) 
fall in the price of cement. Since new and additional in- 
stallation of equipment is being pushed under a three-year 
rationalization plan, the industry’s capacity is expected to 
continue expanding for some time to come. In case the 
increase in demand does not catch up with the increase in 
equipment capacity and the imbalance between them grows 
still larger, it is believed that the industry will fall into a 
slump under the pressure of excessive potential supplying 
capacity even when production is carried on with due regard 
to the effective (iemand. To be sure, when considered from 
a long-range view, the demand for cement is expected to 
continue for the time being in view of the big potential 
domestic demand from national development projects, in- 
cluding the construction of a country-wide network of roads 
and also the prospect of a continued demand from overseas 
markets, especially in the Southeast Asian countries despite 
the tendency to attain self-sufficiency in meeting their own 
development projects. Since, however, it is considered that 
there will be a considerable difference in the tempo of ex- 
pansion of the demand and supply, it seems likely that there 
will gradually develop an evident disparity in the standing 
of enterprises engaged in this industry. 


We shall now examine the demand and supply phase 
of this industry. 


Equipment and Oferating Rate 


The industry’s monthly productive capacity as of Octo- 
ber 31, 1955 was 1,199,000 tons, a substantial increase of 
65% over the monthly capacity of 727,000 tons as of the 
end of fiscal 1951, when both domestic and overseas de- 
mands were brisk because of the Korean war. As indicated 
in Table I, this increase in productive capacity took place 
chiefly after 1953, and even in 1955, when the expansion 
of demand was blunted, a 12% increase over the preceding 
year was continued up to October of that year. 


The industry was favored in 1954 with a so-called “in- 
vestment boom” and registered an operating rate of 92%, 
an all-time high since its inception. Since 1954, however, 
the demand having failed to expand abreast with the tempo 
of expansion of equipment capacity, the operating rate de- 
clined gradually and remained at the average of 82% during 
the April-October 1955 period. 


Judging from the fact that the optimum operating rate 
of the industry is said to be 80-85%, it appears that the 
above operating rate does not yet constitute a serious pro- 
blem. However, the reconstruction of equipment and the 
new and additional installation of equipment are _ being 
pushed under the three-year rationalization plan starting in 
1954. The industry’s productive capacity and expected 
operating rate as of the end of the year as the plan is carried 
out are shown in Table I. It will be noted therefrom that 
the operating rate in 1956, in which yéat the plan is to be 
brought to a finish, will come down to 73%. Though there- 
after the operating rate is expected to recover gradually 
along with an increase in the demand, some problems will 
come up at a time when the industry will have a low operat- 
ing vate during the stage of transition. 
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TABLE 1 
CHANGES IN THE MANUFACTURE HQUIPMENT OF THE JAPANESE CEMENT INDUSTRY 


_(In thousands of metric tons) 


No. of Monthly productive capacity? Average monthly output 
Fiscal year* No. of No. of rotary Capacity at Change from the Output Changefromthe Operating 

companies plants kilns the year-end preceding year preceding year rate° 

% % % 
1961 14 33 85 727 +6 567 83 
1952 15 35 90 771 +6 592 Boer. | 719 
DORR 2c ct anain alas ciaieiisielaaisiclenietis e(ojeceddis 16 36 100 922 +20 781 +32 92 
UCL 0 SBR sh SBing: RBOS G4 soaO Ree n Naas 17 41 110 1,076 +17 877 +12 87 
1965 (April-October)  ................ 18 43 118 1,199 +12 936 a 82 

Plans** for 

ROBG Ga ccraticled otis ole, eyove, Pin {e'wibie Ws-ais)eh aa 18 44 123 1,289 +20 918 +6 7 
RDO mc ole eiciaino ayere wisiete vielen wis ia/@:o/alayaare efave 18 44 128 1,343 +4 965 Tae 73 
18 44 128 1,346 0 1,058 +10 bs) 
18 44 128 1,346 0 1,215 +15 90 


* Starts April 1 of each year and ends March 31 of the following year. 


t At the end of each fiscal year. 


¢ Average for each fiscal year, 
° 


based on data published by the 


id 


Sources: ‘‘Cement Year-Book” 


Ministry of International 
Based on the average capacity as at the end of the preceding year and the end of the current year. 

Estimates based on a 3-year rationalization plan and a long-term demand estimate made by the Ministry of International Trade and Industry. 
for the number of companies, plants and rotary kilns for 1951-1954, and Ministry of International Trade and 


Trade and Industry. 


Industry for 1955 (April-October)-1960; Industrial Bank of Japan for operating rate. 


Next, we shall discuss the present condition of equip- 
ment. As shown in Table II giving a description of equip- 
ment by number of years of operation as of April 30, 1955, 
there were 67 kilns, or 60% of the total of 113 kilns, in 
operation for over 20 years, which is the maximum statutory 
period set for depreciation. In point of capacity this means 
that 54%, or more than one-half of the total equipment, was 
represented by so-called superannuated equipment. Although 
it is unreasonable to hastily declare generally and arith- 
metically that equipment is superannuated simply on the 
basis of the number of years of operation, since all kilns 
seem tto have undergone a considerable repair in the post- 
war period, there is, even so, no denying the backwardness 
of equipment. In fact, there is in individual cases superan- 
nuated equipment which is being replaced or renovated. 


TABLE II (A) 


ROTARY KILNS OWNED BY THE JAPANESE CEMENT INDUSTRY 
AS OF APRIL 30, 1955, BY NUMBER OF YEARS IN OPERATION 


(Productive capacity in thousands of metric ton.” 


J Monthly productive 
Age of operation 


Rotary kilns capacity 
No. of units Percent Tons Percent 
% % 
6 years or less ........ 31 27 366.8 33 
6 to 20 years .......... 15 13 149.5 13 
21 years or over ...... 67 60 602.8 54 
Total aly cinletb nina aint 113 100 1,119.1 100 


TABLE II (B) 


EXTENT OF DIFFUSION OF EQUIPMENT RATIONALIZATION IN 
THE JAPANESE CEMENT INDUSTRY AS OF APRIL 30, 1955 


Under Estimate as of 
As of April 30,1955 contem- August 31, 1957 
No. Percent plation No. Percent 
% % 
Rotary kilns with 7 
aimquenching coolers 40 35 21 61 48 
All-welded rotary kilns .. 20 18 6 26 20 
Long rotary kilns ...... 5 4 8 13 10 
Total number of ; 
rotary kilns ...... 113 100 15 128 100 


Source: Data compiled by the Research Department, Onoda Cement Co., Ltd. 


There is also rationalization equipment, but as shown 
in Table II, the degree of its diffusion is still generally 
low, Rotary kilns with air-quenching coolers account for 


35%, all-welded kilns 18% and long kilns 4%. Such a 
low rate of diffusion of new-model equipment is due pro- 
bably to the following causes: (1) there is a phase which 
makes it impossible for the Japanese cement industry to 
import and use foreign processes in their original form, 
because of the differences existing in the production con- 
ditions, including coal and electric power, and (2) a con- 
siderable improvement of old equipment is being made. If 
this question is considered from a somewhat long-range view, 
it may be said that the rate of diffusion of new-model equip- 
ment will be heightened gradually because there is a limit 
to the improvement of old equipment. 


In view of the backwardness of equipment and the low 
rate of diffusion of rationalization equipment, as stated 
before, it is believed certain that the qualitative improve- 
ment of equipment, including its replacement and renova- 
tion, will be gradually accentuated, but the fact that 
such a step will be accompanied by an increase in capacity 
will pose: a problem. 


What kinds of manufacturers have been attempting fo. 
the last several years and will attempt in the future to in- 
crease their equipment in addition to the capacity increase 
resulting from the qualitative improvement? Firstly, there 
are manufacturers, with their principal lines of business in 
other industries, who are planning to advance into the 
cement industry from the standpoint of rationalizing their 
principal lines.* Secondly, there are existing manufac- 
turers, with an operating scale smaller than the optimum 
operating scale (two kilns at least), who keenly feel the 


* Advance into the cement business was made by manufacturers 
engaged in coal mining, ammonia-process soda manufacturing, 
iron manufacturing and carbide manufacturing. Among these 
were Ube Kosan K.K. (using low-grade coal), Toyo Soda Kogyo K.K. 
(using waste limestone), Tokuyama Soda K.K. (using waste lime- 
stone), Yawata Seitetsu K.K. (using iron slag), Denki Kagaku 
Kogyo K.K. (using waste limestone) and Aso Sangyo K.K. (using 
waste limestone). The ratios of the number of specialist manu- 
facturers to the number of side-line manufacturers are shown 
in Table III. Incidentally, Mitsubishi Cement K.K. (using waste 
limestone supplied by Asahi Glass K.K. and low-grade coal 
supplied by Mitsubishi Kogyo K.K.) and Fuji Cement K.K. (using 
iron slag supplied by Fuji Seitetsu K.K.) are in fact cement 
operating divisions of the respective suppliers of raw materials, 
though they are incorporated as independent companies. Advance 
of side-line manufacturers into this business may be expected 
in the future when ‘the rationalization of their principal lines of 
business reaches 1 stalemate. 
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TABLE UI (A) 


DISTRIBUTION OF SPECIALIST AND SIDE-LINE MANUFACTURERS OF CEMENT IN JAPAN 
Total Specialist manufacturers Side-line manufacturers 
Monthly Monthly Monthy 
productive productive productive 
As of the end of No. of No. of No. of capacity No. of No. of No. of capacity No. of No. of No. of capacity 
companies plants rotary (1,000 companies plants rotary (1,000 companies plants rotary (1,000 
kilns metric tons) kilns metric tons) kilns metric tons) 
October IAG iz hasieas <<< 11 36 57 380.3 i 31 49 323.4 t h & 56.9 
January 1950 .......... 16 34 69 517.4 11 29 58 440.4 5 5 li 77.0 
April 2956 s.6.3% eheis.cpacarall 7 41 113 1,119.2 10 43 91 $97.8 7 8 22 221.3 
TABLE III (B) 
DISTRIBUTION OF JAPANESE CEMENT MANUFACTURING PLANTS, BY SIZE, IN JAPAN 


Plants with one 


As of the end of Total no. of plants 


VOLO REE ct DAG Sie rss herarais eran Cie iva sens DEKE Viscasaaoanis whale 36 
ATMEL ODO! wy saris wider: aitiery axte6 pameca s. saeleeaisics, © ndnheystrieur 3A 
LIRIK LOO: ME sip lee Fuicie wake e'g et a heen dad aust eel 41 
Source: Data compiled by the Research Department, Onoda Cement 


need of increasing equipment from the standpoint of de- 
veloping economical capacity and competitive power.; Third- 
ly, there are manufacturers who are planning to increase 
equipment frora the necessity of maintaining their advan- 
tageous position in time of depression in the future. In 
this connection, though the standpoint of each individual 
manufacturer can be well understood, there is no gainsaying 
the fact that there is the danger of causing excessive equip- 
ment. 


We shall now turn to equipment other than manufac- 
turing equipment. In view of the bulkiness of both the 
raw materials and cement products and the consequent com- 
paratively high cost of freight as against the low price of 
cement, most of the cement plants are located in the Kyushu 
and Chugoku (listricts, which are raw materials producing 


+ From Table [II showing the distribution of plants by size based on 
the number of kilns, the trend toward the expansion of size can 


Plants with two 
rotary kilns 


Plants with three 
rotary kilns 


Plants with four or 


rotary kiln more rotary kilns 


17 14 2 3 
12 17 1 4 
8 9 13 ll 
Co., Ltd. 
centers. From here products flow into the Kanto, Kinki ani 


Tokai districts where a large number of consuming cities 
are situated. With the rise in the demand for cement, new 
and additional installation of cement factories has been made 
of late even in consuming centers, with the result that com- 
petition is growing in intensity between the products pro- 
duced in the consuming centers and those coming from the 
west to the east. Some of the seaboard plants located in 
the Chugoku and Kyushu districts have erected cement 
storage tanks at many places throughout the land for the 
purpose of securing a market in the districts where they 
have no plants of their own or of cultivating new sources 
of demand. They also own and operate cement tankers and 
bulk freight cars to save transportation charges. With the 
intensification of sales competition, it is likely that the loca- 
tion of plants and the ownership of cement storage tanks 
and cement tankers and bulk freight cars will gradually 
bring about a distinct disparity in the standing of manu- 
facturers in this line. 


TABLE IV 


be noted. 
QUTLINE 
Eauipment for cement production 
As of June 30, 1955 ‘ 
No. Monthly 
No. of productive No. of 
Company of rotary capacity em- Bulk 
plants kilns (1,000 ployees Stor- Tank- freight 
metric ages ers cars 
tons) 
Nihon Cement, K.K. 10 20 273.0 4,580 6 3 re} 
Onoda Cement K.K. 9 25 243.3 4,146 10 6 if 
Iwaki Cement K.K. 6 19 164.8 2,574 a 0 30 
Osaka Yogryo 
Cement K.K. 2 7 90.0 1,659 0 0 0 
Ube Kosan K.K, i 6 0,0 1,113 4 2 0 
Chichibu Cement 
K.K. 1 5 75.0 940 0 ) 9 
* Twelve-month term. 


Seurcesa: “Outline of Listed Companies,” “Cement Year-Book” 


OF THE PRINCIPAL JAPANESE CEMENT MANUFACTURING COMPANIES 


Annual dividend 
Ratio 
Capital Six-month Monthly of 
stock term sales (Y1_ profit Line of business 
(¥1 ended million) entotal Due date Rate 
million) capital- 
ization 
i) Co 
2,600 April 1965 1,218 7.6 Cet. 1664 24 Cement 
5,120 March 1966 1,469 5.6 Sept. 1954 22 Cement 
750 March 1954* | 1,187 8.0 Mar. 1984 40 Cement and cement 
products 
1,375 May 1955 506 8.5 Nov. 1954 32. Cement 
2,400 Sept. 1964 1,650 3.2 Sept. 1954 20 =Cement, awnmonium 
sulphate, coal 
and iron goods 
192 May 1955 497 «22.5 May 1954 40 Cement and cement 


products 


and other data. 


(To be Continued) 
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PROBLEM OF SMALL 


The Communist hierarchy in China continue to apply 
a policy of what amounts to fortiter in re, and suavitor in 
modo. They are insisting on the same cautious imple- 
mentation of co-operativization of the smail dealers an 
peddlers as they have applied in the case of private industry 
and commerce after “transformation.” They keep on driv- 
ing it home that the peasants have shown so much en- 
thusiasm about production because they expect to increase 
their income considerably. They simply refuse to walk 
miles to some other town or village to buy what they need, 
but deman:! that the goods be available and delivered to 
their ‘loors. 


Hence State-owned commercial wholesale structures 
are being established at county centres and important 
maiket towns below the county. Suppiy and marketing 
¢o-ops are to concentrate their forces in handling retail 
business, establishing stores in the rural villages with the 
basic realisation of the principle of ‘“a store in every 
hsiang.” The scope of circulation of commoidities has been 
enlarged, but hitherto the Socialist transformation of the 
small dealers and of adjusting the commercial network has 
not been done properly up to now, and two deviations have 
occurred. The first is the excessive exaggeration of the 
complicated nature of the task, fearing difficulties, and 
hesitating to take action. The other is the complete neglect 
of the complicated nature of the task, and the merger of 
stores and removal of commercial households are being 
blindiy carried out, without careful study and planning. 


The rural commercial network has to be changed, but 
“must not be changed carelessly.” The old network has 
been evolved over a period of many yeavs, and while there 
are itrational features, there are also perfectly rational 
features. If simple and crude methods are used to change 
it, with the destruction of the oJd and the failure to establish 
the new order, the demand of the peasants will only be 
left still further unsatisfied and confusion may likewise be 
veported in the rural markets. 


The foundation for rural stores is the basic level 
organisation of the supply and marketing co-operative. 
They in turn are to organise the small merchants and ped- 
dlers in the rural areas and make proper arrangements for 
them. Even those who were formerly half peasant and 
half merchant must be preperly utilised. These people 
operate stores in the rural areas, and during busy farming 
seasons they take part in agrieultural production, then 
returning to trade during the period when farming is slack. 
They constitute a foree which cannot be belittled. Now 
they are rapidly abandoning trade for agriculture, and this 
has deterred the inter-flow of supplies. The cadres are 
urged to interview these persons and tell them they must 
voluntarily continue their services as traders and peddlers. 
Where necessary their former stores may be restored. 


In the Communist view the best form is for them to 
become commission agents for the supply and marketing 
co-ops, but they may also take in supplies directly from 
State stores. The commissions earned vre similar to piece 
work wages and such stores which act as commission agents 
should also be considered enterprises of a Socialist nature. 
In areas where the readjustment of the commercial network 
has not been fully carried out, smail merchants and peddlers 
must be organised to deliver goods to the rural areas, The 
peasants would welcome this, but in any case there must he 
no neslect or suspension of the delivery of goods to the 
villages. 
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TRADERS IN CHINA 


At the same time Peking is concerned about the habit 
of many of the co-operatives to foree gooils on the peasants 
whether they need them or not. They are especially urgent 
in forcing on them, either for cash o1 for credit, such 
Juxuries as candy, cakes, salted’ meat, thermos flasks, radio 
sets, and medicine chests. The peasants were often un- 
willing to buy these things, but the co-op cadres told them 
there were orders from higher levels and they had to fulfil 
their sales tasks. One hsiang was forced to pay 10% of the 
annual income to buy salted meat worth 120,000 catties of 
main. Another APC in Langchi county, Anhwei, was forced 
to buy, on credit, nearly 5,000 catties of candy, equal to 
move than 70,000 catties of grain. The peasants reckoned 
things up and found that before the grain had been harvest- 
ed they would have already contracted a heavy debt. They 
could not help feeling discouraged and some could not mus- 
ter any enthusiasm in running the co-operative. Too often 
goods are taken to the village which are not needed and 
goods that are needed are unobtainable, because many people 
in the co-operatives do not understand the needs of the 
peasunts. They “unilaterally consider that since the rural 
areas have been co-operativized, the peasants will want to 
have candy, salted meat and cakes. “They will want to ride 
on bicycles and own radio sets. So they send such goods 
to the villages. It is emphasised that forcing goods on 
peopie is a violation of the law and must be resolutely 
stopped. 

This is evidently not the only trouble in the country- 
side. A couple of days Jater the Peking People’s Daily 
reverted te the subject and admitted that 25% of the small 
traders were facing difficulties and hardships under the 
“transformation,” and must be assisted to overcome them. 
They no longer have free access to supplies as before, and 
even handicraftsmen aye organised so that there too they 
experience difficulties in getting supplies. They used to be 
able te buy fragmentary quantities of agricultural by- 
products from the individual peasants but now this source of 
supply has gone. The small wholesalers have also been 
socialised and this source of supply has been greatly re- 
duced. They used to be able to get credit from handicrafts- 
men and small wholesalers but this relationship has now 
been basically cut off. They have had little help or sympathy 
hitherto from the State commercial departments and the 
supply co-ops, while even the banks and the taxation organs 
have ignored or neglected them. 


In some areas, notably in Kwangtung, the small traders 
and peddlers convened a conference to deal with these 
questions. In addition to the hardships mentioned already, 
they complained that taxes are too heavy and beyond their 
capacity to bear; that they cannot keep books because of 
the trouble and the complicated procedure; and that the 
masses ridicule them as backward eclements. They also 
pointed out that their stores were very small and could not 
attract customers. The People’s Daily referred to Vice- 
Premier Chen Yun’s statement to the third session of the 
National People’s Congress. At that time he cited the four 
demands of the small traders and insisted that they were 
veasonable and the Government is in (uty bound to satisfy 
thera gradually. 

The larger portion of the smali traders, who do not take 
part in joint State-private stores which enforce the system 
of fixed interest on ‘capital, can be gradually organised in 
different groups and at different stages, and according to 
different trades, into co-operative groups for scattered 
operation, each bearing his own profits and losses. Such 
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REPORTS FROM CHINA 


Bank Deposits: Peking announced that total bank de- 
posits in major cities increased by 58.8 million yuan in 
July as a result of the wage increases. In Shanghai alone, 
deposits increased: by ten million yuan. 


Chinese Economic Aid to Mongolia: China will provide 
the Mongolian People’s Republic with 160 million rubles’ 
worth of economic assistance in a period of four years end- 
ing 1959. This was stipulated in an agreement signed in 
Ulan Bator last month. Under the agreement, China will 
build for Mongolia a woolen textile mill, a paper mill, a 
plywood factory, a kiln, a glass works, a vegetable farm, 
vegetable storage facilities, a stadium, a gymnasium and 
other projects. Railway traffic between Peking and Ulan 
Bator was opened last January. 


Power Plants: 6 new and 15 expanded power plants 
were put into operation in the past eight months, the Minis- 
try of the Electric Power Industry reported last week. The 
Fusin Power Plant in North-east China was completed 
ahead of schedule. New equipment was added to hydraulic 
and steam power plants in Fengman, Fushun and Kirin. 
By end of August, the power-generating capacity of the 


cooperative groups will not only include households now 
acting as purchasing and selling commission agents for State 
commerce and supply and marketing co-ops, but also in- 
clude self-operating households who seek their own sources 
of supply. As long as they voluntarily agree, groups may 
be organised of ten or twenty households each. In the 
smaller cities or areas with fewer stoves of a certain trade, 
households engaged in different trades may also be organised 
on a regional basis, for ‘“‘even this is still better than the 
lack of organisation.” These co-operative groups are to be 
placed under the leadership of State stores, retail stores of 
the supply and marketing co-ops, or joint State-private 
stores designated by the local State commercial depart- 
ments, and the designated stores are to be the wholesale 
suppliers for the groups. The co-operative groups have 
the freedom to choose the goods to be supplied. The ob- 
jective of all these measures is to ensure that the small 
traders will have business to do, that the consumers’ de- 
mands are met, and that the livelihood of the small traders 
is maintained. The direct method of absorbing all of them 
into joint or co-op stores is impractical because these small 
traders are widely scattered in residential districts, carry out 
mobile business operations, and meet the customers’ needs 
in diverse ways. ‘4 


The problem was discussed and resolved more or less 
on these lines at a national conference of :directers of de- 
partments of commerce under the auspices of the Ministry 
of Commerce. It also made arrangements: for supplies for 
the brisk business season after the harvest in the autumn, 
though the expected increase of 15% in purchasing power 
has almost certainly been adversely affected by the latest 
flood and typhoon damage in central, north and north-east 
China. While the cadres were recently warned against 
forcing their goods on the peasants by compulsory sales, 
this conference laid it down that sales should be extensively 
promoted and the “conservative ideology of conserving the 
stocks in hand” should be avoided. Sales at reduced prices 
may also be held of shop-soiled goods. It was admitted 
that the commercial network and supply work in the new 
industrial and mining areas could not keep pace with de- 
mands, and it was urged that this commerce he treated as 
part of national construction. 


network throughout the northeast was increased approxi- 
mately by 25%. Two large generators were installed and 
put into operation in two expanded plants in Shanghai. In 
the new textile cities of Shihkiachwang in Hopei and Cheng- 
chow in Honan additional equipment can supply enough elec- 
tric power for the use of 8 cotton mills with 50,000 spindles 
each. New power plants have also been set up in Paotow, 
Kaiyuan (Yunnan) and other places. Meanwhile, construc- 
tion of a big automatic steam power plant has started in 
Wangting neat the Taihu Lake in Kiangsu. When the first 
section of the plant is completed in 1958, it will generate 
four times as much electricity as the existing steam power 
plant in Chishuyen, a city on the Nanking-Shanghai Rail- 
way. A high-tension power transmission line will be built 
between Shanghai and a projected hydro-power station along 
the Sinan River in Chekiang. This will form part of the 
network covering the triangular area of Shanghai, Hangchow 
and Nanking. Good progress is being made in the con- 
struction of the 11 high-temperature and high-tension steam 
power plants scheduled under the first five-year plan. They 
are located in Wuhan, Loyang, Kirin and other industrial 
cities. The boilers-for these plants will be automatically 
controlled by electronic instruments. Coal consumption 
of the plants will be 12%-15% less than ordinary steam 
power plants. Surveying has begun for a new hydro- 
power project in the upper reaches of the Yellow River. 
The project will be located at the Lungyang Gorge above 
Kueith in Chinghai. The Lungyang Gorge is over 30 kilo- 
metres long. Its cliffs rise some 600 metres above the river 
bed. A dam to be built across the gorge will hold back 
over 20,000 million cubic metres of water. The projected 
hydro-power station will have a generating capacity of one 
million kilowatts and will supply electricity to areas. as far 
as the Tsaidam Basin. 


Industrial Growth: ‘Construction has begun in Cheng- 
chow on the first tractor spare parts plant in Honan. The 
plant will also make tools for tractor repair and assembly 
stations. It will begin partial operation by year end and will 
be completed by 1959. The production capacity of the 
Tangshan Steel Plant in North China has been enlarged to 
20,000 tons of steel a year. In. Tientsin, 2 new factories 
will be completed this year and 98 existing factories en- 
larged. Among the projects will be factories which produce 
insecticides, agricultural machinery, machine tools, cranes, 
electrolytic copper, paper and other goods. Work on ex- 
pansion and reconstruction of 11 machinery and power 
equipment factories has started in Shanghai. A modern - 
creamery able to handle 100 tons of milk daily is now under 
construction in Hailar, Inner Mongolia... When completed 
next year, it will turn out 1,400 tons of lactose, butter and 
other milk products annually. Inner Mongolia _ produces 
200,000 tons of fresh milk annually. — 


Industrial Output: 4 complete sets of 12,000-kilowatt 
hydro-electric power generating equipment have been pro- 
duced by the Harbin Power Equipment Plant. This is the 
first time that hydro-power equipment of such capacity are 
made in China. The first 12,000-kilowatt steam power 
generator was completed by the Shanghai Power Equipment 
Plant last month. The generator was made from Soviet 
Union’s blueprints. The first 38 China-made “Liberation” 
lorries have been sent to Peking for the forthcoming National 
Day celebrations. Chinese textile machinery industry is in- 
creasing the production of spinning and weaving machines 
for exports to Burma and Egypt. Orders had also been 
received from North Vietnam for spinning-frames and looms. 
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Twelve new types of textile machinery turned out this year 
included the open soap and drying machines for developing 
and machines producing tyre fabric for the motor car in- 
dustry. 

Coal, Oil & Other Resources: The Ministry of Coal 
Industry announced that 11 nmewly-sunk coal mines and three 
expanded coal pits (planned total annual output: 6,830,000 
tons) were put into operation during the first seven months 
this year. There are now under construction newly-sunk, 
expanded and restored coal mines with planned annual out- 
put of 70,830,000 tons. In Hunan, construction of three 
modern shaft mines has begun at a newly discovered coal- 
field which is expected to become one of the biggest coal 
producing centres in China. The coal-field, which contains 
valuable deposits of industrial coking coal, is located in the 
Pingtin Mountain. Twenty test wells have yielded oil in 
the Karamai Oilfield where latest discoveries indicate that 
deposits exceed previous estimates. The Karamai Oilfield 
is regarded as one of China’s most fruitful oil discoveries 
to date; it covers an area of thousands of square kilometres 
in the Dzungaria Basin of northern Sinkiang. Sixteen oil- 
bearing structures have been discovered in the Western 
section of the Ordos platform which borders on Chinghai, 
Kansu, Shensi and Inner Mongolia. Valuable iron ore 
deposits have been located in Anhwei. The deposits have 
an iron content as high as 65% and will meet the needs of 
the future Maanshan iron and steel centre. The Maanshan 
Tron Smelting Plant is now being expanded. Deposits of 
barytes, a kind of mineral required in oil well driJling, have 
been discovered in the Tsaidam Basin where a large-scale 
search for petroleum is taking place. One of the veins 
found is six kilometres long and half a metre thick. 

Prospecting and Research: Peking signed an agree- 
ment with Russia for joint investigation and development 
of the natural resources along the Heilungkiang (Amur 
River) valley. Under this agreement, China and the USSR 
will jointly investigate and study the natural resources of 
the border river valley and the long-range prospects of de- 
veloping its. potential. Surveying and designing work for 


the development plans of the Argun River and the upper 
reaches of the Heilungkiang will be carried out. Chinese 
experts in water conservancy, geology, forest soil, power, 
communications and transportation have already started 
investigations together with Soviet scientists. Based on the 
preliminary results of the investigations, a four-year work- 
ing plan to start in 1957 will be drawn up. Meanwhile, a 
draft 12-year plan for China’s scientific and technical deve- 
lopment has been drawn up by nearly 1,000 scientists. It 
is an elaborate document of several million words. 


Aid to Typhoon and Flood Victims: Peking earmarked 
another 170 million yuan for the relief of typhoon and flood 
victims. The funds will be used to provide food grains, cloth- 
ing, medical needs, as well as aid for rehabilitation of hous- 
ing and restoration of production. This brings the total to 
283 million yuan allocated by the state this year as relief 
funds for areas affected by natural calamities. On September 
4, another typhoon—‘Dinah’—hit the mainland near Foo- 
chow at full hurricane force but quickly lost strength as 


it travelled further inland. No serious casualties were 
reported. 
Railways: In Wuhan, girders have been erected on the 


first span from the northern end of the Yangtze.River Bridge. 
The double decker rail and road bridge will have nine spans 
with a total length of 1,140 metres and will provide unin- 
terrupted rail traffic from Peking to Canton. Surveying of 
the final 467-kilometre section of the Lanchow-Sinkiang 
Ra‘lway has just been completed. The section runs from 
Urumchi, capital of Sinkiang, to the Sino-Soviet border at 
Aktogai. When completed the railway will become China’s 
first East-West cross country trunk rail line. A 792-kilo- 
metre section from the starting point of Lanchow to Yumen 
has already been opened to traffic. 

Shipping Tonnage: China now builds over 100 types 
of ships and output in tonnage this year will reach five 
and a half times the 1952 level. The Dairen Shipyard will 
be able to build ocean ‘liners of over 10,000 tons when its 
expansion is completed. 


ECONOMIC SURVEY OF CAMBODIA, LAOS 
AND VIETNAM 


(Compiled by United Nations ECAFE Secretariat) 


PART I 


CAMBODIA 


Cambodia has an agricultural 
mainly rice, rubber, forest products and fish. It derives its 
export earnings mainly from ricé and rubber. Normally the 
country’s external trade appears to have been in balance, 
although in the first half of 1955 there emerged a small 
deficit owing to the decline in rice export consequent upon 
the poor rice crop in the ‘previous season. 


Following the conclusion of the Paris Agreements at 
the end of 1954 which ended the quadripartite arrangements 
among Cambodia, France, Laos and Viet-Nam, Cambodia 
has made its own. monetary and trade arrangements. In ad- 
dition to re-enforcing the existing government administra- 
tion and civil service, Cambodia’s immediate problem is 
that of .developing its present resources with external aid 
from the United States and France, giving emphasis to the 
provision of basic services such as irrigation and transport. 


economy producing 


An effort is being made to develop, in particular, the west- 
coast port of Kampong-Som for the handling of its trade, al- 
though for some time to come the country’s main export, 
rice, will have to be transported from Phnom-Penh south- 
ward down the Mekong river for export via Saigon. 

Up to the end of 1954, there was an economic union 
among Cambodia, Laos, Viet-Nam and France. This quadri- 
partism was abolished by the Paris Agreements in December 
1954, abrogating the 1950 Pau Agreements relating to tele- 
communications, control of immigration, planning, naviga- 
tion on the Mekong river, and access to the Port of Saigon. 
The common assets of the Indochinese domain were divided 
among the three States, and an agreement was reached 
concerning the amount of ¢ustoms duties to be paid retro- 
actively by Viet-Nam to Cambodia and Laos. Decisions were 
taken on the abrogation of the customs union, which was 
followed by the signing of bilateral agreements.among the 
three States relating in particular to transit trade and 
preferential tariffs. Monetary institutions were transferred 


344 


from France to the three States. The currency board (In- 
stitut d’emission) stopped functioning on 1 January 1955 
when three central banks and three exchange-control boards 
were created. Each State has its own cutrency: the riej in 
Cambodia, the kip in Laos, and the piastre in Viet-Nam. By 
agreement the three currencies were established at par with 
each other and maintained an identical rate of exchange with 
the French franc (Fr 10=Pr 1=Ri 1=Kp 1). A temporary 
distribution was made of the assets and liabilities of the 
Institut d’emission to enable the three new central banks 
to start functioning, with final decision deferred until the 
actual amount of currency notes outstanding in each State 
became known after the exchange of currency which began 
in September 1955. 


DISTRIBUTION OF THE ASSETS AND LIABILITIES OF THE INSTITUT 
D"EMISSION BETWEEN CAMBODIA, LAOS AND VIET-NAM ON 
31 DECEMBER 1954 


{Pr million) 


Cambodia Laos Viet-Nam Total 
Assets 
Peane holding Wiaeesweics s acleas-sce 1,300 200 1,045 2,645 
Advances to the States ........5- 350 508 2,35) 3,005 
Debts of the Indochinese Treasury 
and Autonomous Compensation 
ear eee ae vitro yiciviete Seis sale 1,081 341 3,531 9,753 
Other © sitsenies hc Miele Deiter tiei=lalsleele 1654 121 270 345 
Totals asin sinwaice ge ese 2,885 967 11,996 15,848 
Liabilities 
Notes in circulation ............45 1,268 600 8,827 10,695 
DIGTOMIEN Ba noe pevecracey aries siacate le ere ae 1,493 256 2,998 4,742 
CEN | Papers saa fatai aha = Pee ale keds: ace 124 1li 176 411 
Wy Pte Sena et PAIGOGE 2,885 967 11,996 15,845 


From 30 September 1955 notes issued by the Bank of 
indochina, and by the former Currency Board (Institut 
d’Emission) of the three states, bearing the national effigies 
of Laos and Viet-Nam ceased to become legal tender in 
Cambodia. Such notes had to be exchanged before 14 
October 1955 for piastre notes issued by the former Cur- 
rency Board bearing the national effigy of Cambodia or new 
Riel notes issued by the National Bank of Cambcdia. Notes 
issued by the former Currency Bvard bearing the effigies 
of Laos and Viet-Nam as well as piastre and kip notes issued 
by the National Banks cf the two countries are considered 
as foreign currencies and are subject to exchange control 
regulations.* 


To facilitate trade and exchange with Viet-Nam, Cain- 
bodia signed, on 27 September 1955, a bilateral payments 
agreement with that country. An account in terms of U.S. 
dollars; and bearing no interest will be kept by the National 
Bank of each country to record its transactions with the 
other contracting party. Settlement of account will teke 
place every six months in the currency of the creditor, or in 
gold, U.S. dollars, French frances, pounds Sterling, or any 
currency which is offered by the debtor and accepted by the 
creditor. If during the six months the balance outstanding 
should exceed the swing limit of US$4 million, settlement 
must be made forthwith. Settlement must also be made 
forthwith in the case of devaluation or revaluation, at the 
rate of exchange in effect prior to such devaluation or 
revaluation. 


The contracting parties undertake to promote capital 
movements compatible with their balance cf payments ‘situa- 
tion. As a transitional measure, the assets of the former 


* On !eaving Oumbodia a traveller going to Laos o Yiet-Nam may not 
take with him more than 400 piastres in notes isaued by the Bank of 
Indochinu or in Currency Board notes bearing Laos and Viet-Nam effigies. 
Travellers going to countries other than Laos or Viet-Nam may not take 
with them more than 400 riels in Cambodian currency notes. 


+ The rate of exchange is 35 ptastres or 35 riels to the dolar. 
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Indochinese Treasury or other public debt which were trans- 
ferred by one party to the other in settling a credit or 
debit balance under the terms of the Paris Agreement of 22 
December 1954, may be used in the settlement of commer- 
cial or financial transfers between the contracting parties. 


PRODUCTION AND DEVELOPMENT 


Agriculture, forestry and fishery: In 1953/54 paddy 
production was estimated at around 1,503,000 tons while, 
owing to unfavourable weather and damage from pests, pro- 
duction in 1954/55 fell by 45 per cent to 810,000 tens. 


The cultivation of rubber is concentrated in the pro- 
vinces of Kompong-Cham and Kratie. Production has 
picked up rapidly since the end of the war. In 1954 
the area planted was 26,836 hectares, and production rose 
to 24,3853 tons (compared to 17,000 tons in 1938, 18,000 
tons in 1947 and 22,500 tons in 1953). In 1955 produc- 
tion was expected to show a further rise owing to increased 
availability of labour and the use of new methods. 


Two types of maize are grown in Cambodia, white 
maize for domestic consumption and red maize for export. 
In 1954/55 production of maize came to 157,000 tons, 
barely 40 per cent of the average pre-war production of 
400,000 tons. 


The output of other crops in 1954/55 reached 19,500 
tons for beans, 7,800 tons for soya, 3,600 tons for ground- 
nuts, 3,500 tons for kapok, 2,000 tons for sesame 830 tons 
for pepper and 5,400 tons for tobacco. 


Forests cover an area of about 8.8 million hectares, or 
50 per cent of the total area of Cambodia. The main 
forest products are timber, firewood and charcoal. Timber 
production fell from 56,800 cubic metres during the first 
half of 1954 to 45,500 cubic metres during the first half of 
1955. 


The Great Lake or Tonle Sap, a good breeding ground 
for fresh-water fish, accounts for about half of. Cambodia’s 
average annual production of 130,000 tons, out of which 
35,000 tons are used annually for the production of dried 
fish. The annual production of sea-water fish is estimated 
at between 20,000 and 30,000 tons, mainly for export and 
domestic consumption, and a smali part was for processing 
into dried fish. 80,000 tons of fresh, salted, dried and 
smoked fish are absorbed annually by the home market. In 
1954, 17,400 tons of fresh and dried fish were exported; in 
the first half of 1955 the total quantity exported amounted 
to 6,800 tons. In view of the post-war fall in exports of 
fish to traditional markets—Viet-Nam, Singapore, Hongkong 
and Indonesia, efforts have lately been made tc develop other 
markets in Laos and Viet-Nam, where competition from 
similar products from Thailand and Japan is, however, 
strong. 


Some progress was made on several agricultural deve- 
lopment projects, The irrigation works of Barai Occidental] 
were expected to be finished soon. Further progress was 
made on the Choeung Prey embankment works, which could 
not be finished in 1955 owing to lack of personnel, materials 
and finance. The canal excavations and building-up~ of 
embankments in Kandal and Kompong-Cham and smaller 
projects for the improvement of irrigation were continued. 
Experiments were undertaken in the use of modern and 
mechanical methods ef rice cultivation and timber extraction. 
Another station for rice genetics -was established, together 
with a station for the study of maize hybrids. The School 
of Agriculture, which trains agricultural-extension agents, 
was enlarged. Plans were completed for the construction 
in Kompong-Cham of a school for the training of forest 
wardens. 
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As the exorbitant rates of interest (known to be 
around 100 per cent per annum or more) charged to farmers 
by private money-lenders had severely handicapped agricul- 
tural production, the Co-operative Societies and the Office of 
Popular Credit were established to provide cheaper credit. 
In 1954, the Office of Popular Credit granted loans to the 
extent of Ri_56 million, of which Ri 30 million went to 
the provincial mutual agricultural credit agencies, Ri 23 
million to agricultural co-operatives, Ri 750,000 to livestock 
breeding and the rest.to cottage and small industries. Loans 
granted by the office during the first half of 1955 reached 
Ri 31.4 million. 


Industry and transport: Industry in Cambodia is still 
of the handicraft type, with very few modern factories. 
Power production in Phnom-Penh totalled only 15 million 
kWh in 1954, as compared with 18.2 million kWh in 1953; 
it rose to 9 million kWh in the first half of 1955. The 
alcohol output was 89,000 hectolitres in 1954, as compared 
with 92,000 in 1958; it amounted to 39,000 hectolitres in 
the first half of 1955. Rice mills, generally on a small 
scale, numbered 47 in 1951, but nearly 300 more have been 
established since 1952. 


The volume of freight traffic handled by the Royal 
Cambodian Railway increased from 46.6 million ton-km in 
1953 to 60.2 million ton-km in 1954. In 1955, stress was 
laid on modernization and extension of the existing system 
{which is 385 kilometres in length), increase of rolling 
stock, improvement of tracks and buildings. The link be- 
tween Phnom-Penh and Bangkek was officially put in ser- 
vice on 22 April 1955 and two services were assured each 
week on this line. The freight carried on the Poipet-Phnom- 
Penh line during the first quarter of 1955 declined, com- 
pared with the corresponding period of ‘1954, owing mainly 
to the poor rice harvest. 


: In 1955 provision was made for the maintenance of the 
existing network of roads (4,000 kilometres in 1953), to- 
gether with the completion of a 150-metre concrete bridge. 


Construction of the port of Kampong-Som started early 
in 1955. Steamers were expected to be able to use this port 
in July 1956. 


On 14 January 1955 a semi-governmental enterprise 
was established in Phnom-Penh, to provide airline service 
both inside and outside Cambodia, with local capital of which 
51 per cent was to be subscribed by the government. 


Substantial economic aid from the United States anid 
France has helped to finance many important development 
projects. From July 1954 to June 1955 United States aid 
amounted to Ri 462 million for important projects in agri- 
culture and social services, in addition to funds for the 
construction of the road leading to the port of Kampong- 
Som. The French Government has authorized a sum of Ri 
560 million for 1955-56. For 1955 alone Ri 45 million and 
Ri 25 million have been allocated respectively for the con- 
struction of the ocean port at Kampong-Som and the aero- 
drome at Phnom-Penh, with another Ri 10 million on a 
scheme for improved water supply. Australia has earmarked 
£A 130,000 for industrial equipment and technical assis- 
tance, while New Zealand has provided £NZ 30,000 for the 
construction of the apprentice school of the Royal Cam- 
bodian Railway. 


TRADE 


In 1954 there was a small surplus of Ri 61 million, 
though during the first half of 1955 there was a deficit of 
Ri 83 million owing to poor rice crop and export. The total 
value of trade appears to have declined, 


Of the total exports of Cambodia in 1954, 38 per cent 
went to Viet-Nam and Laos, 21 per cent to the French 


Union, 19 per cent to the sterling-arca and 16 per cent 
to the dollar area. Of the exports during the first half of 
1955, 35 per cent went to Viet-Nam and Laos, and 27 per 
cent to the French Union. 


Export earnings of Cambodia in 1954 reached Ri 2,120 
million, of which 58 per cent were derived from exports of 
vice and rubber. 


Exports of rice and derived products in 1954 amounted 
to 300,000 tons (Ri 830 million), of which approximately 
78,000 tons went to Viet-Nam anc 3,009 tons to Laos. The 
French Union took 89,000 tons and Malaya and Indonesia 
57,000 and 44,000 tons respectively. During the first halt 
of 1955, exports of rice and derived products amounted to 
87,000 tons, with Viet-Nam taking 60,0060 tons, the French 
Union 13,000, Malaya 9,700 and Hongkong 3,500 tons. 

Rubber exports in 1954 amounted te 30.000 tons (Ri 
412 million) of which 77 per cent went to the United States. 
During the first half of 1955, rubber became the leading 
export of Cambodia, rice receding to second place. Rubber 
exports in this period amounted to 11,509 tons, with the 
United States taking 76 per cent. 

Maize exports were estimated at 96,900 tons (Ri 200 
million) in 1954; they amounted to 14,490 tons (Ri 34 
million) during the first half of 1955. Exports of fishery 
products amounted to nearly 18,600 tons (Ri 110 million) 
in 1954 and 6,777 tons (Ri 31 million) during the first half 
of 1955. 

Total imports in 1954 were estimated at Ri 2,059 mil- 
lion. The main products imported were metal and metal 
products (Ri 472 million). textiles (Ri 328 million), petro- 
leum products (Ri 166 million), tobacco, cigarettes ani 
cigars (Ri 155 million), cement (Ri J11 million) and bever- 
ages (Ri 100 million). The State of Viet-Nam was the 
principal supplier of Cambodia’s imports, accounting for Ri 
1,430 million (69 per cent of total imports), but it was esti- 
mated that, of this amount, only Ri 380 million represented 
merchandise cf Vietnamese origin. The Trench Union sup- 
plied total imports valued at Ri 314 million. 

Imports during the first half of 1955 came to Ri 694 
million, with the Republic of Viet-Nara as the main supplier 
accounting for Ri 242 million or 35 per cent. Next in im- 
portance were the French Union and Hongkong. Imports 
from Japan, the United States, the Federal Republic of Ger- 
many and the Netherlands also increased. It is significant 
to note that in the first half of 1955, while Viet-Nam’s share 
in total imports fell from 69 per cent in 1954 to 35 per cent, 
Hongkong’s share rose from less than 3 per cent to 11 per 
cent. The main products imported were petroleum pro- 
ducts, cement, vegetabies, fruit, sugar, beer, milk, wheat 
flour, pharmaceutical and metal goods. 

Imports and exports are subject to licences issued by 
the Directorate-General of Foreign Trade, the Exchange 
Control Board and the Committee on US Aid Imports. 


Most of the export earnings have to be surrendered to 
the National Bank of Cambodia at the official rate. The 
exporter is, however, permitted to retain a small part, as 
follows: (1) from proceeds of exports to the dollar area, 
3 per cent for free disposal by the exporter, 12 per cent 
for the import of specified commodities; (2) from proceeds 
of exports to other currency areas, 10 per cent for the 
import of specified commodities. 


FINANCE AND PRICES 


Since the abrogation of quadripartism in December 
1954, Cambodia, unlike Laos and Viet-Nam, has not signed 
an agreement with France. On 3 January 1955 the National 
Bank of Cambodia was established as the bank of issue, 
in succession to the former Institut d’emission of the thrce 
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States. A provisional allocation to the National Bank of 
the assets and liabilities of the former Institut d’emission 
was made at the end of December 1954; it was to be ad- 
justed after the results of the exchange of currency were 
known. Agreement was also reached on the sum due by 
the Republic of Viet-Nam to Cambodia on customs duties 
previously collected. 


The National Bank of Cambodia was established by a 
special statute with an authorized capital of Ri 100 million 
(75 per cent subscribed by the government, 25 per cent by 
private individuals and companies). It issues currency, dis- 
counts bills, makes loans, buys and sells gold and foreign 
exchange. It is required in the course of time to build up 
a gold and foreign-exchange reserve equal to one-third of 
the money supply. The note issue, which stood at Ri 1,268 
million on 31 December 1954, rose to Ri 1,928 million on 
31 July 1955. The foreign assets of the bank in the same 


period rose slightly from Ri 1,300 million to Ri 1,320 
million. 
At the beginning of 1955 five banks had offices in 


Cambodia. The Phnom-Penh Bank was recently established 
in Phnom-Penh. In June 1955, the Hongkong and Shanghai 
Banking Corporation also opened a branch there. From 
January to September 1955 the sight deposits of the com- 
mercial banks increased from Ri 339 million to Ri 801 
million, cash balances from Ri 210 million to Ri 751 million 
and balances abroad from Ri 94 million to Ri 155 million. 
Short-term commercial bills and advances declined from Ri 
185 million to Ri 172 million. The banks seem to be in a 
highly liquid position. 


The revised budget estimates showed a total expenditure 
of Ri 2,612 million in 1954, as against Ri 1,290 million in 
1953, which was mainly due to a four-fold rise in defence 
expenditure from Ri 457 million in 1953 to Ri 1,633 million 
in 1954. In 1955 there was a decline in budget expenditure 
to Ri 1,742 million, accounted for mainly by a halving of 
defence expenditure to Ri 740 million which was made 
possible by contribution from external aid. Budget revenue 
stood more or less unchanged at Ri 1,642 million. The de- 
ficit, Ri 977 million in 1954, was estimated to decline to 
Ri 100 million in 1955. Later revisions of the estimate, 
however, tend to point to a greater deficit of Ri 700 million, 
owing to an increase of Ri 300 million on the expenditure 
side and a reduction of Ri 400 million in revenue. Less than 
one-third of the deficit was expected to be financed by ex- 
ternal contributions to defence. 


Tax revenue accounted for about four-fifths of the total 
revenue during 1953-54. Customs duties, and transaction 
and consumption taxes, contributed respectively Ri 624 mil- 
lion and Ri 398 million in 1954, which together represented 
80 per cent of total tax revenue. Taxes on income and 
wealth accounted for only 8 per cent of total tax revenue 
in 1954. 


During the first seven months of 1955 the working- 
class cost-of-living index in Phnom-Penh rose by 10 per cent, 
from 188 to 207 (1949=—100), while the index for the middle 
class moved up more slowly, from 188 to 1938. During the 
same period the wholesale price of white rice No. 1 rose 
steeply by 15 per cent, while the prices of black and white 
pepper rose by about 3 and 9 per cent respectively. 


CONCLUSION 


Cambodia, with a population density of only about 30 
per square kilometre, is largely undeveloped. Owing to 
insecurity in recent years there has been some crowding of 
rural population in cities. There is shortage of personnel, 
at all levels, especially in government service which had to 
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be expanded after the end of quadripartite arrangements in 
fiseal, monetary, trade and many other fields. 


Under the terms of a treaty for economic, financial, 
technical and cultural cooperation signed with Japan early 
in December 1955, 10,000 Japanese farm families will be 
allowed to emigrate annually to Cambodia over a period of 
at least five years. Japan also plans to send materials and 
engineers to Cambodia to build a model city. 


Cambodia has normally a trade surplus, mainly through 
the export of rice, rubber, fish and forestry products, and 
it should usually be able to finance the cost of its require- 
ments for imports of consumer goods. External aid, how- 
ever, has helped to finance the country’s defence cost in 
recent years. 


In development, the government has shown keen interest 
in specific projects relating to the provision of basic services, 
e.g. the construction of the Kampong-Som harbour, the new 
road leading to the harbour from Phnom-Penh, irrigation 
and other public works. External aid, mainly from France 
and the United States, has been a very significant factor in 
making these projects possible. 


A two-year economic development programme of Cam- 
bodia (1956-57) is being completed, to be followed by an- 
other five-year programme. A Council of Planning, consist- 
ing of 10 to 12 members, is planned to be established in 
January 1956, under the direct supervision of the Prime 
Minister. This council will be a policy making body whereas 
the Directorate of Planning will remain as an executive 
organ for planning development programmes of the country. 


LAOS 


The Laotian economy which, up to the end of 1954, was 
integrated with those of Cambodia and Viet-Nam, has been 
going through a difficult period of transition and adjustment, 
especially since the end of quadripartism on 30 December 
1954. Problems in finance, trade, rehabilitation and deve- 
lopment face the country, a land-locked area of nearly 250,000 
square kilometres containing an estimated population of 
about 2 million. Few technicians are available, and very 
little domestic capital. Basic data are almost entirely lack- 
ing. The country possesses tin and almost untapped forest 
resources and has to import nearly all manufactured goods. 


The country’s Five-Year Plan (1953-1957), prepared by 
the Government’s Planning Bureau and constantly revised, 
aims mainly at increasing agricultural production and im- 
proving means of transportation which are costly and do not 
provide direct access to the sea. In regard to transportation 
the traditional route has been from Vientiane to Saigon: 
from Vientiane to Savannakhet via the Mekong river and 
from Savannakhet to Saigon by road. For the improvement 
of this route, the government has recently purchased motor 
barges and tower-pushers, and has partly rebuilt the road 
from Savannakhet to the Vietnamese border which leads to 
Saigon; it has also sold under the hire-purchase system 150 
five-ton trucks to the transport companies in the country. 


A new means of access to the sea through Thailand is 
being closely studied. Now that the portion of the railway 
from Udorn to Nongkhai (both in Thailand) has been com- 
pleted, goods will be able to go by train from Bangkok 
to Nongkhai, thence by boat across the Mekong, and finally 
by truck for another 22 kilometres to Vientiane. There is 
the possibility of extending the railway line all the way 
to Vientiane, but the government has taken no decision on 
it. 
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In addition to its major purposes, already mentioned, 
the Five-Year Plan also aims at improving airport facilities 
and increasing power production. The power plants in 
Vientiane and Savannakhet have recently been ~ veinforced 
by the installation of new capacity. The Luangprabang 
plant has been completely re-equipped. 


The country suffers greatly from lack of manpower, 
which partly explains why some lands remain uncultivated. 
The lack of skilled technicians is acute, especially in the fields 
of mechanical and civil engineering. The technical school 
which was created in Vientiane in 1951 was expanded to a 
technical college in 1954. A training centre is now being 
organized at Savannakhet. 


Economic development is financed entirely through for- 
eign aid. For 1955 and 1956, an amount of Fr 2,809 
million has been allocated under French aid: Fr 1,350 mil- 
lion for public works (mainly construction of roads), Fr 
850 million for schools, hospitals and enlargement of the 
airport of Vientiane, Fr 600 million for technical assistance 
and development of agricultural and mineral production. 
About one-ninth of the French aid is direct in kind, the 
rest being in French francs at the free disposal of the 
Laotian Government. United States aid for 1955/56 
amounts to about $50 million. It includes military assis- 
tance, commercial assistance and economic assistance (appro- 
ximately $13 million). Economic aid covers roads, educa- 
tion, improvement of agricultural production, post and tele- 
graph services and public health. 


PRODUCTION 


Agriculture: In 1954, production of rice, cultivated on 
an area of about 900,000 hectares, amounted to 654,000 tons; 
of this production, paddy rice accounted for 547,200 tons and 
“rays” rice for 106,800 tons. 


The 1954 output of other crops was estimated as fol- 
lows: maize 10,140 tons, groundnuts 1,779 tons, coffee 1,560 
tons, tobacco 1,150 tons, cotton 873 tons and ramie 90 
tons.* 


Up to 1951, coffee had been the most important export 
commodity. Annual production reached 1,500 tons and ex- 
port proceeds were of the order of 45 million kips (piastres) 
per annum. In recent years production declined on account 
of destruction by the Hemileia insect and in 1955 on account 
of frost. It is hoped that in 1956, with US aid, production 
will begin again on the Boloyens Plateau. No precise in- 
formation is available on other agricultural products such as 
tobacco, the annual production of which is of the order of 
600 tons. 


Livestock breeding plays an important part in the 
national economy, particularly in the valleys of Sedone, 
Sebanghieng and Sebangfay—all in south Laos. 


Before the war, the livestock population was estimated 
to comprise 250,000 cattle, 300,000 buffaloes and 250,000 
pigs. The most recent estimate (1954), while giving the 
same figure for cattle as before the war, showed a decline in 
buffaloes to 105,000 and in pigs to 180,000, which- was at- 
tributed to lack of proper vaccination and disturbed condi- 
tions. Export of livestock was prohibited up to October 
1955; there is a project to import 3,000 buffaloes, 3,000 
cows and 5,000 pigs. 


The treatment of skins and hides takes place in small 
cottage workshops in numerous centres. During the first 
six months of 1955, the production of skins is estimated to 
have reached 95 tons, as compared to 183 tons in the whole 
of 1954 and 142 tons in the whole of 1958. 


* Ibid. 
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GOVERNMENT SALES OF FOREST PRODUCTS 1938 AND 1953-55 


1953 1954 
(Jan.-June) 
PLL DOL arsenate siicid en eine m3 (‘000) 22 30 26 
Brewood. Wavenincunam cores 6 m3 (000) 100 95 23 
Charcoal ® acct sch: ccmina ties ton ('000) 2 3 2 
ESRI ss as AO sas ly cosa as trae m3 (000) 14 15 10 
Bensolinee leon sc eacct cs sae oe ton 8 < _— 
Cardamem arias ee ee ton $2 23 15 
Sticklacquer,) 6 .ie..e.ek oon fn ton 16 51 27 
Wood "xen tga sca ceninsparae ton 238 1,045 290 
Rattan: Aiheets. «hae onconnme ton 220 150 50 


Forests and forest products are important natural re- 
sources but their development is hampered by transport 
difficulties. 


The number of saw-mills increased’ from 7 in 1950 to 
22 in 1954. The country’s normal needs in timber can be 
estimated at 60,000 cubic metres per annum. Manufactured 
wood (doors, window frames, furniture) has to be imported 
from Thailand, as lack of skilled labour greatly increases 
the cost of local production. It is hoped that this situation 
will improve with the introduction of machinery. Forestry 
by-products such as resins, sticklacquer, cardamom and 
benzoin are in demand in foreign markets. 


Much land in Laos is still unexploited, partly because 
of lack of capital and manpower. As early as 1953, mea- 
sures were taken to enable farmers to obtain loans at a 
reasonable rate. Such loans in 1954/55 reached Kp 6.7 
million for agriculture, Kp 4.9 million for livestock and Kp 
5 million for forestry. The amount per loan ranged from 
Kp 10,000 to Kp 300,000; repayment was set at 4-7 years, 
with annual interest at the low rate of 2 per cent. 


Industry and transport: Only handicraft production 
(brick- and pottery-making, distilling, silk-weaving) is 
widespread; factory industries are almost non-existent. Pro- 
duction of electricity is extremely limited, and barely meets 
household requirements in Vientiane, Savannakhet and 
Luangprabang. The total rose from 1.16 million kWh in 
1953 to 1.45 million kWh in 1954. 


Before the war two tin mines were in operation 
(Boneng and Phontiou), with a combined production of 
about 1,800 tons. Only the Phontiou mine was rehabilitated. 
It produced 500 tons of ores (50 per cent metal content) in 
1953, but stopped in December; in July 1954 extraction 
was again started, with an output of about 10 tons a month. 


There are less than 3,000 kilometres of roads in Laos, 
of which only 1,077 kilometres are motorable during six 
months of the year. The total sum allocated by the budgets 
(national and communal) and by foreign aid to maintenance 
and improvement of roads and bridges amounted to Kp 
40 million in 1958, Kp 50 million in 1954 and over Kp 60 
million in 1955. 


The number of vehicles in use was 1,899 in 1954 as 
compared to 1,401 in 1953. 


The main river traffic, as noted, is between Vientiane 
and Savannakhet; the quantity of goods transported reached 
16,000 tons in 1953 and 14,000 tons in 1954. 


The Public Works Department maintains and constructs 
buildings, and improves airport facilities and waterways. 
Altogether a sum of Kp 160 million was allocated in 1955, 
most of which had been spent by July. 


TRADE 


In post-war years the external trade of Laos has been 
characterized by substantial trade deficits, mainly financed by 
French aid up to 1954 and by United States aid in 1955. 


Imports include, in order of importance, textiles, food- 
stuffs, metals and machinery; more than one-half come from 
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France, Tin, tobacco, coffee and ferest products ave thse 
principal exports. During the first quarter of 1955, Laos 
exported 176 tons of tin valued at Kp 7 million, representing 
about one-half of total export proceeds. 


Since the dissolution of the Customs Union, Laos has 
established its own customs. The customs tariff has however 
remained unchanged since the end of quadripartism, and 
France continues to benefit from preferential treatment. 


Both exports anil imports are subject to licenee. There 
is some barter trarle—exports of cows against imports of 
vice. Up to the end of quadlripartism, there were very few 
import firms since most of the merchandise was purchased 
directly in Saigon. Since the beginning of 1955 a few new 
import firms have started operating, among the most impor- 
tant of which is the Lao-Thai Government, with 51 per cent 
Laotian and 49 per cent Thai ownership. 


Up to 1954 about four-fifths of imports came through 
Viet-Nam and Cambodia, the remaining one-fifth from 
Thailand. During the first quarter of 1955 more than one- 
third of the imports came through Thailand. This trend 
will probably increase with the transit agreement signed in 
July 1955 with that country: effective as from 2 November 
1955, this agreement includes a most favoured nation clause 
(superseding the conventiona] customs area established by 
the former Franco-Thai agreement}. One of the first re- 
sults of this agreement has been to lower the price of petrol 
in Vientiane by over 20 per cert. 


FINANCE AND PRICES 


In 1955, the Government of Laos had a national budget 
of Kp 601 million and a special budget for rehabilitation 
and reconstruction of Kp 553 million. Total estimated 
government expenditure thus amounted to Kp 1,154 million, 
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exclusive of the military budget financed by US aid. No 
revenue was allocated to the special budget which wag like- 
wise expected to be financed by foreign aid. The national 
budget revenue was estimated at Kp 295 million, leaving a 
deficit of Kp 306 million to be financed partly by the assets 
originating from the former Institute d’emission and partly 
by foreign loans, yet to be negotiated. The main taxes are 
import duties and sales taxes which are estimated to yield 
Kp 140 million and Kp 71 million respectively in 1955; other 
taxes such as income and land taxes are small. 


On 1 January 1955, the National Bank of Laos was 
created as a bank of issue with a capital of Kp 100 million 
subscribed by the government. It has a foreign exchange de- 
partment and also performs the functions cf a commercial 
bank. Its main activities so far have been to issue money 
and buy and sell foreign exchange. Its foreign exchange 
holdings increased from Kp 260 million at the beginning of 
the year to Kp 1,380 million at the end of July. During the 
same period, money supply increased from Kp 856 million 
to Kp 2,059 million, and the currency reserves from 43 
per cent to 114 per cent. 


From December 1953 to December 1954, the cost-of- 
living index for middle-class Laotians increased by 9 per 
cent; from January 1955 to September 1955, a further 2 
per cent rise occurred. 


Laos is an isolated country, with but few resources 
that it is. in a position to mobilize at this time. It thus 
depends on foreign aid for rehabilitation, development and 
cefence. Improvement in transportation, expansion of 
production and exports, and the building up of a2 fiscal sys- 
tem to finance most of its current government expenditures 
are prerequisites for further development of the country. 


(To be Continued) 


BUDGET). AND” PHILIPPINE “FISCAL POLiay 


By Tobias Fornier 


(Chairman, Committee on 


The essence of the budget message of the President to 
the members of Congress on February 6, 1956 is suinmarized 
as follows: 


“Our Acministration is dedicated to the cardinal mis- 
sion of progressively advancing the prosperity and well-being 
of our people. This will be done by maximizing and ac- 


eclerating the nation’s social and economie development 
while keeping the national defenses strong in order to 
guarantee our priceless freedoms. We are resolved to 


press ahead vigoreusly and confidently with an unrelenting 
attack on the problems of unemployment, poverty, disease 
and illiteracy. We shall intensify ovr constructive efforts 
to raise the standards of living of the common man and 
to increase his real personal income by finding ways of 
making the fullest use of our rich human and natural re- 
sources,” 


This indicates the clear pressing econemie goal of this 
country—the achievement of economic and sociai develop- 
ment—a common aspiration of underdeveloped eccnomies, 
There are various approaches, each differing from the others 
in the use of resources and \legree of effectiveness, which 
may ve adopted to eliminate the obstacles to national pro- 


Appropriztions, 


Congress of the Philippines) 


gress and grewth. Anyone of these approaches combines 
the efforts of and resources at the command of both sectors 
of the economy—publie and private. Individual decisions 
from the private sector, although in the right direction, do 
not come as fast as the “economic ills’ aggravate further 
the economic health of the nation. It becomes the principal 
responsibility of the Government to lead the way towards 
its objectives by participating actively along its de- 
fined areas of operation and at the same time stimu- 
late the private sector to perform its tasks outlined in the 
pattern. In all cases, the taxing, spending and borrowing 
powers of the State are the fisca! tools the government uses 
and the degree they are used spells the effectiveness of 
government operations. In the Philippine case, fiscal policy 
is assigned the central task of locating sufficient sourees of 
funds to finance economic developmeni projects since ordin- 
ary income accruing to the Treasury is just enough to main- 
tain the normal growth of ordinary governmental programs 
and activities. In the national budget, the income side of 
the financial program for the budget year is estimated and 
related with the spending side which in turn is allocated 
to the various spending offices by programs and objects of 
expenditures. 


ae 


September 13, 1956 


The 1957 National Budget 


The budget submitted by the President for tne fiscal 
year ending June 80, 1957 is a major milestone in budget- 
making. It satisfies not only the requirements of sound 
rnanagement and planning but aiso the principles of modern 
budgeting, one of which is comprehensiveness. 


It is perhaps pertinent at this point to underscore the 
outstanding features in the budget presentation for fiscal 
year 1957 compared to the budgets of the previous years. 


Among others, the significant points are as follows: 


(i) For the first time in cur history of budget pre- 
sentation, the message introduces a complete picture of 
the magnitude of government spending, unlike in the past 
when only those items needing congressional authorizations 
are presented. By this J mean the general fund alone. 


(2) The budget document is appended with specific 
tax proposals to support the total financial program for 
fiscal year 1957 and are spelled out for the consideration of 
Congiess. 


(3) The budget message analyzes a well-defined fiscal 
plan for 1957 relating government spending with the means 
of financing, particuiarly borrowing, and evaluating their 
effects on money supply and the price levels. 


(4) A feature which over-shadows the first three is 
that the 1957 budget emphasizes economic development 
which was not given due attention in the past. It sets a 
priority system in the allovation of the 1957 resources to 
the various competing projects. 


(5) The unsystematic traditional budgetary classifica- 
tion of expenditures has been refashioned by combining the 
features of economic and functiona) classification to lend 
themselves to better evaluation and analysis. 


i6) The budget continues the practice inaugurated 
last year of separating current operating expenditures from 
capital cutlays, thus providing a more or less definite target 
as to how far current operating expenditures can be aliowed 
to increase in relation to ordinary income. 


Relation Between General Fund Spending and Total Spending 


For the fiscal] year 1957, the budget submitted by the 
President proposes a total level of spending by the Nationai 
Government excluding transactions of government corpora- 
tions, amounting to P1,347.6 million. This overail sum is 
over two and one-half times the usual general fund outlay 
we used to appropriate. ‘The explanation is simple. As 
mentioned earlier, for the first time the budget refiects ex- 
penditures not only from the general fund proper anc other 
proposals to be financed from non-general fund sources 
which require annual legislative authorizations but also 
those fixed and continuing expenditures and other special 
money laws which Congress has appropriated cr authorized 
in 1955 and the previovs years. 


The actual level of totai National Government spending 
in the tiscal year just completed (1955) was P907.8 million 
and for the current fiscal year (1956) it is estimated at 
P1,112.1 million, not only P562.6 million and P602.0 milhon 
for ali funds as authorized under Republic Acts 1150 anc 
1350, respectively. 


Out of this expected level of spending of P1,347.6 mil- 
lion for the budget year 1957, P625.1 million, which have 
been programmed for implementation, do not need budge- 
tary authorizations. However, if the 1957 budgetary pre- 
posals are accepted by Congress without any change then 
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the General Appropriation Bill would come 
summary. 


ug with this 


Seurees of Financing 
1957 
(raillien pesus} 

Gerleral (Pind’® SP insig see Veet e eee ecb ntaen reas P582.8 
Special Band: \ seacaganits ameter aren ileal aeeireels 106.2 
Fiduciary Fad. | Scopes nateitetn aceasta «onvenmpramaiaets 19.5 
LD aR tS iy (ASEM AI oP ore A rye Ae hyn eae, 3.0 
Patel Visitas aime os 2:5 aa Nr ise aR ye oie eens P722 5 


But this is not the case because the Committee on 
Appropriations after its careful study of the executive 
budget has effected some cuts and made some changes in 
line with the wishes of the members of Congress. 


Action of the Committee on Appropriations on the 1957 
Budget 


The Committee ou Appropriations has submitted to 
the House of Representatives for consideration and approval 
the proposed General Appropriation Bill for the fiscal year 
1957 or H. No. 53825 which is based on an executive budget 
of P1,347.6 million out of which P722.5 million for all 
funds require legislative action. After the usual two 
weeks of public hearings and ancther week of committee 
study and consuitations, the Committee drafted and voted 
during its executive sessions to propose a Genera! Appropria- 
tion Bill carrying a total outlay of P629.6 miliion for ail 
funds. 


P722.5 million requiring legislative authorizations for fiseal yenr 1957. 
P629.6 million recommended by the Committee on 
per H. No. 5325. 


Appropriations £5 


P92.9 million euts ard transfers made by the Committee. 


The true cuts effected from the budget amounted tc 
53.8 million. Because some of the capital outlays amount- 
ing to a little over P29.0 million under the specia) and 
fiduciary funds of the Bureau of Public Highways ate cf 
the nature of pubiic werks, the Committee has deemed it 
wise to refer them to the House Committee on Public Woriss 
for proper action. 


House Bill No. 5325 Compared with Republic Act 1350 


The committee bill is bigger than the current Cencrai 
Appropriation Act (R.A. 1350) by P27.7 million, the break. 
down of which, classified by funds, is as follows: 


House bill 5326 compared with R.A. 1360 
(millicn pesos) 

Increase 

Pads A. 5325 R.A. 1350 (Decreased) 

Bee Ganerad) and weistecsin:cisteieiets 0 stare P572.8 P559.8 P35.5 
2. Speciai Fund ... 36.8 34.8 
Be Wiaucleary “RUNG saivecns acces tse 12.6 12.4 
oh Bond? Bund. iia. ehiriet ens 8.0 15.4 
Total (All Funds) ......... P629.6 P01 .9 


Broken down by organizational units, the Committee 
bill outlay of P629.6 million is largely absorbed by a few 
departments cr services. Education comes first with 29.56 
per cent of the tctal; National Defetise-——25.1 per cent; 
Health—6.77 per cent; Public Works—-6.16 per cent; and 
Agriculture-——-5.86 per cent. 


Salient Features of House Bil! Mo. 5325 


(1) The Department of Huveation ‘s allocated the 
sum of P196 million trom the general fund. The increased 
outlay for education is: due to the normal annual increase 
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of about 250,000 children who reach school age. School 
enrolment was a little over 2 million in 1941; it has doubled 
since then. An estimated 38,000 additional elementary 
classes will be opened with this budget. 


(2) Defense expenditures are maintained at P157.0 
million for all funds as proposed in the 1957 budget be- 
cause of improved internal peace and order. Outlay for 
this service had been reduced by P13.2 million by the Bud- 
get Commission from its current appropriation of P170.2 
million. 


(3) Substantial increases are allowed in the two re- 
venue collecting agencies of the Department of Finance. 
The Bureau of Internal Revenue is given 200 new positions 
—mostly field personnel, and the Bureau of Customs—57 
new positions in order to push deeper the program of 
intensified tax collections. 


(4) Another 100 rural health units will be put into 
operation in 1957, making the total of 1,200. Under the 
Rural Health Act (R.A. No. 1082) a total of 1,300 rural 
health units will be established under the program. This 
country cannot be economically strong if we neglect public 
health and sanitation. 


(5) The proposed outlay of P10 million for the Na- 
tional Marketing Corporation has been dropped from this 
appropriation measure. A study of the testimonies of the 
NAMARCO officials reveal that their primary need is one of 
dollar allocations and not appropriations. 


Performance budgeting. Following the provisions of 
the Revised Budget Act (R.A. No. 992), the budget docu- 
ment was submitted on a 100 per cent performance basis. 


The issues surrounding performance budgeting, parti- 
cularly its presentation and some of the practices it entails, 
must be settled between the Congress and the Executive offi- 
cials as soon as possible. Until then, the proposed General 
Appropriation Bill will still be on a partial implementation 
of performance budgeting. The Bureau of Civil Service 
was dropped from the 12 original pilot offices and 6 new 
offices—largely schools are added, making a total of 17 
offices. The new offices are: The Institute of Science and 
Technology, Philippine Normal College, Central Luzon Agri- 
cultural College, Philippine College of Commerce, Mindanao 
Agricultural College and the Mindanao Institute of Tech- 
nology. 

Postwar Fiscal Position 

1. Public expenditures. The general fund expendi- 
tures of the National Government increased at an esti- 
mated average of P42 million a year during the last 10 
years. General fund authorizations for 1956 under the 
current General Appropriation Act (R.A. 1350) was set at 
P648.2 million; it was P228.1 million in fiscal year 1946 
or an increase of -approximately 284 per cent. 


The level of total National Government spending for 
all funds including special money appropriations pro- 
grammed for the budget year is estimated at P1,347.6 
million. It was P1,112.1 million and P907.8 million for 
1956 and 1955, respectively. Percentagewise, the estimated 
rate of increase is 22.5 per cent in 1956 and 21 per cent 
in 1957. 


The causes of the upward trend in public expenditures 
are not new. They are the same problems that confront 
the underdeveloped countries in the ECAFE region during 
these postwar years. 


FAR EASTERN 


Economic REVIEW 


The rise in government expenditures in the Philippines 
is due to (1) the yearly increase in population by almost 
2 per cent which requires an average increase of 20 per 
cent in normal peso value of government services; (2) the 
operation of some economic forces may cause the spiralling 
up of prices in the internal market; and (8) any sizeable 
program of economic development in order to solve unem- 
ployment and social unrest and to bring about economic 
stability. 


I subscribe to the principle of government finance in 
determining first the probable needs of the country for the 
budget year and expressing these needs in term of peso 
expenditures and then propose necessary financing sources 
because in public finance the concept of national interest 
or public welfare comes first. 


Of course this does not mean that an unbalanced bud- 
get is justified any time. The current ‘operating expendi- 
tures plus the normal capital outlays must be met at all times 
by the ordinary income. I believe that budget balancing 
covering all foreseeable expenditures depends on the wise 
use of fiscal policy at proper circumstances. 


2. Public Revenues. The total budgetary receipts ac- 
cruing to the general fund increased at the average of P36.5 
million a year in the last 10 years. Budgetary receipts 
by the end of the current year is estimated at P652.1 
million; it was P286.9 million in 1946 or an increase of 
approximately 227 per cent. 


In the past, except in fiscal years 1951 and 1952, re- 
ceipts or income fell short of general fund expenditures. 
Since Jan. 1, 1954, however, expenditures have been kept 
within the income. 


8. Budgetary deficits. At the end of the first half 
of fiscal year 1953 (December 31), accumulated deficits of 
the general fund was P181.5 million. This was blocked 
under Republic Act 1198. To be added to this are the 
unbooked and unpaid obligations of P280.5 million and about 
P55 million of advances from and overdrafts against other 
funds. However, during the period from January 1, 1954 
to June 30, 1956, an estimated surplus of P16.4 million will 
be realized. 


How We Compare with Other Countries 


Although the level of: expenditures is rising, the trend 
is regulated by our financing capacity and ability. Com- 
pared with other countries in the same economic position, 
this country is even spending and taxing less in relation 
to the total cost of the development projects that compete 
with one another for immediate implementation. 


For fiscal year 1953 the National Government spent 
and taxed almost 10 per cent of the national income, while 
Burma and Ceylon earmarked 25.4 per cent and 28.1 per 
cent, respectively, of their national incomes for public ex- 
penditures and taxed away 20.5 per cent and 19.2 per cent, 
respectively. The 1957 fiscal plan for the National Govern- 
ment and the P210 million estimated spending of pro- 
vincial and local governments altogether is 17 per cent 
of the gross national product. The rate of revenue to 
national income is still 10 per cent. This was the propor- 
tion in India, Thailand and Turkey, three years ago. 


Financing the 1957 Fiscal Program 


The P1,347.6 million (all funds) fiscal program for 
1957 is supported by three financing sources, namely: (1) 
taxation, (2) special and other non-general funds, and (3) 
public borrowings. 
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They are: 

(million pesos) 

wee General fund receipts 5... si. <se dwesivs deeldves's P731.1 
me Additional Tax revenue “isssisscasrcscevsses 80.0 ~ 811.1 
mee pecial fiduciary fundasiay’.. scivkes dete es Hass <esiecteee hes 158.6 
4. Public borrowing under Republic Act No. 1000 ... 252.3 
DammOLner public’ borrowing. © Sy eiisicse sos ve elecis ois «en's ce wes 123.0 
PEGE SL Bitetercitela cere islerste aetanta pins wiptareveiersis:ojainve ceteveieie ayete P1,345.0 


1. Taxation. The budget estimates show that the 
general fund portion of the fiscal program has a surplus 
of P1i4.1 million. If we add the P16 million cut on the 
general fund budget, a budgetary surplus of P30.1 million 
can be expected. The table below explains the general fund 
surplus. 


(million pesos) 
I. General Fund Receipts 


moebotal ordinary receipts) .oeccce vires > oes neislelviclevle P798.5 
Revenue from taxation ..... 676.1 
Earnings and other credits ..... 30.8 
Receipts automatically appropriated ....... 11.6 
Additional tax revenue from tax proposals 80.0 
eemerbotal extraordinary income: | </cic-cs.csienie ae se nieve 8 sae’ 12.6 
SN ee Po on Sp Os DAGaCobr ROOD? CoB P8i1.1 
If. General Fund Expenditures 
werGeneral fund = PUGGEE Fasc ecitsc ec.as sinieieiesjecie ain 588.8 
2. Fixed and continuing appropriations ......... 208.2 
Excess of income over expenditures ...........-++ 14.1 
III. Cuts Made by the Committee 
few General fund’ budget ¥) vag. cis aicerss Jejeisisieisve.<:06 588.8 
2. Proposed General Appropriation Bill (H. No. 
EAS ee Jenne mt, 200 AGOGO De HU DOD Ap AOne 572.8 16.0 
Total general fund, surplus ........-...++++-+ P30.1 


The Committee honestly believes that to balance the 
general fund budget at this stage, two practical steps must 
be taken. First, we have to act favorably on those tax 
revision proposals enumerated in the budget message of 
the President and secondly, we have to really put more force 
in intensifying tax collections, especially in those potential 
areas where taxes have not been forthcoming the last couple 
of years. The second step must not be neglected at all 
cost otherwise additional tax measures will mean nothing. 


Inasmuch as most of these tax proposals are already 
existing and only require extension or increases of rates and 
further improvement in the system of collection, I am of 
the opinion that it will not add much to the present tax 
burden. The budget message claims that “‘even with the 
proposed increases only about 10 per cent of the National 
income will be diverted to the Government by taxation.” 
It states further that “the experience of other countries 
engaged in major development efforts indicates that levels 
of taxation taking up to 15 per cent or more of national 
income can safely be achieved without impairing economic 
stability.” 


Public Borrowing and Economic Development 


For the first time in fiscal planning, we are now putting 
more emphasis on economic development. In order to 
develop the “real income potentialities’’ of our country, the 
1957 fiscal program contains new capital expenditure au- 
thorizations and the committee bill has maintained the level 
of capital outlays in the current budget. All in all, the 
1957 Fiscal Plan proposes to allocate P640.9 million or 47.6 
per cent of the total spending program for economic <leve- 
lopment purposes covering both current operating and 
capital expenditures. These development spendings in turn 
are calculated to contribute P347 million to net capital 
formation. Together with expected increase in capital in- 
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vestment in the private sector, the new investments will 
mean a substantial accretion to the nation’s productive 
capacity for fiscal year 1958. 


Financing of capital and other development expendi- 
tures amounting to P875.3 million and as outlined in the 
Fiscal Plan will be taken care of by public borrowing. The 
exceptions to this are the P33.1 million and P2.5 million 
capital outlays contained in the proposed General Appro- 
priation Bill which will be financed by the general fund and 
special fund, respectively. 


These fiscal transactions are expected to cause an im- 
pact of P231.2 million on the money supply which as of 
December 1955 stood at P1,336.2 million. Since the trend 
of money supply is more or less stable and with the com- 
bined physical indexes of production covering agriculture, 
mining and manufacturing increasing annually at an average 
rate of 9 per cent, there are reasons to believe that in- 
flationary pressures on the price level along this point will 
be mild. -But some prices have gone up since January of 
this year which, I believe, the economic factors like money 
supply and volume of production have little to do with be- 
cause the majority of our business people based their price 
decisions more on psychological factors. 


Two major issues. The major issues are: What is the 
relation between the capital outlays for 1957 with 5-year 
economic development program? How far should we con- 
tinue to rely on public borrowing without impairing mone- 
tary stability? 


1. Economic development program. The 1957 Fiscal 
Plan has been related to the 5-year Economic Development 
Program which was made public by the President on March 
20, 1954. This program which calls for an annual expendi- 
ture of P800 million for five years, aims to provide 1.7 
million new jobs by 1959 through a series of projects which 
will be undertaken by both the government and the private 
sectors. It is a continuing program in the sense that it 
will be revised and kept up-to-date and as a year is ended, 
another year will be added. Some of the projects of the 
5-year program are inciuded in the 1957 Fiscal Plan. 


2. Public borrowing. The P375.3 million public bor- 
rowings consist of P152 million for various projects au- 
thorized under Republic Act No. 1000, P100 million for un- 
determined projects of high priority and P1238 million for 
the RFC, NPC, NAWASA, ACCFA and etc. 


Total public debt for all levels of government as of 
December 31, 1955 amounted to P1,332.8 million. Of this 
amount P45.8 million is owed by provincial and _ local 
governments. This is 17 per cent of the national income 
at the present time and is lower compared to Burma’s 34 
per cent and Ceylon’s 22 per cent of three years ago. 


Concluding Comments 


The foregoing is a rough round-up of the present fiscal 
position of this Government and its budgetary needs for 
fiscal year 1957. 


The role of government is no longer limited to pro- 
viding essential services to its citizens; the role of govern- 
ment encompasses the whole area of economic and social 
development. Government must spend to improve the 
standard of living of the population, particularly the rural 
folks. But in the authorization process, care must be 
exercised in approving funds so that they are not wasted 
away. The 1957 Central Appropriation Bill is determined! 
to return the tax peso fully to the taxpayers in form of 
increased services and greater economic development. 


HONGKONG SHIPPING 


FaR EASTERN 


Economic Review 


Ocean and River Steamers over 60 tons net Entering and Clearing the Port in June, 1956 
June Total (Jan.-June) 
Entered Cleared Entered Cleared 

No. Ton No. Ton No. Ton No. Ton 
131) C] AM Bey Rene renee 196 430,121 191 414,624 1,344 2,818,033 1,832 2,770,550 
Americ: 19 103,751 20 108,356 118 662,561 118 662,561 
Burmese 1 2,845 24 = S 8,535 2 5,690 
Cembodian 1 557 1 557 5 2,785 5 2,785 
Ghinese. eet... 22 eS eee 19 5,808 20 5,961 85 25,663 86 25,949 
Danish 14 49,567 13 44,740 102 335,440 102 $31,280 
Watch ee ST ee BiceRS 1& 71,816 21 87,843 113 482,844 112 479,624 
Finnish — she etcesyis El actlerceed a“ one c= Foe 2 5,309 2 5,309 
French D 21,472 6 23,250 54 184,758 51 180,387 
Gernian 3 15,745 8 15,745 24 =: 114,792 24 114,792 
Indian 1 2,749 1 2,749 5 15,027 5 15,027 
Indonesian = oe pate. ae 1 4,888 —- -— 
Italian Snel sien * a oe pic = ev an 4 26,342 4 26,342 
Japanese nih hen a4. tee BSS 28 73,539 29 70,192 191 567,177 190 568,742 
Korean 4 4 ed Z 1,870 Z 1,870 i 11,463 12 11,495 
Liberian : a 2 4,245 1 2,122 15 31,841 14 29,718 
Norwegizu 40 108,502 44 110,159 209 565,193 210 566,498 
Pakistan = = ses a i 4,297 2 8,603 
Panamanian eee oe ee ee 15 33,027 14 31, ole 70 119,363 65 117,502 
Philippine 4 _ nlite ts 2 4,465 2 4,465 15 34,028 13 31,565 
Potish : ee eee —_ = — ae | 2,835 i 2,835 
Porlaguesc’ =... eo 2F7 = 2. — = 4 18,507 4 18,507 
Rynksi ae — as as 1 853 1 853 
Swell ale ee Be oe 8 22,586 8 22,586 45 139,885 45 139,885 
Turkish ae ; Se ¥ 2 a = — 1 2,291 1 2,291 
Vietnanies: PM AY 2 Bh ae Ms 896 4 896 6 3,826 6 3,826 
Yugoslavian ee 1 1,724 1 1,724 6 10,449 6 10,449 
577 955,285 876 949,751 2,486 6,198,975 2,413 6,128,065 

. 1 : Yr 
HONGKONG AVIATION 
Air Traffic in June, 195€ 
Departures Ar yr Vea its 

Points of Call Passengers freight Mail Passengers Freight Mail 

(Kilos) {Kilos) (Kilos) (Kilos) 

United Kingdom 131 1,563 3,767 57 15,193 7,374 

Baorope > ee Sea ee 13 5,357 A433 105 4,740 958 

Middle East 164 5,189 2,895 162 2,378 814 

Caivcutta 164 4,159 1,080 116 7186 420 

Rangoon 93 8,428 519 120 1,843 828 

Bangkok ee es HRs ER a: 1.146 15,755 81il 852 5,249 2,191 

Cambodia, Laos & Vietnam 803 26,517 521 301 2,658 499 

Singapore 560 15,099 6,459 875 3,992 2,837 

Philippines 1,794 9,614 2,208 1,608 2,016 888 

Li a eee oe or a a ee 115 2,881 378 58 1,000 995 

United States 245 10,363 2,952 114 3,888 2,973 

Honolulu __... 123 628 97 65 270 g. 

Canada 237 426 604 56 217 264 

Japan 1,261 5,287 19,168 1,646 14,496 3,925 

Formosa ... 503 38,622 1,436 634 1,996 1,330 

South Korea i33 8,666 456 110 310 176 

MCA ee eee = 4,144 a a a as 

Okinawa.) 28 93 5,399 88 89 377 — 

Totai 7,788 174,091 44,692 §,468 61,409 26,052 

DiveethTrausit.... 2 ee eee $42 24,007 _ 942% 24,007 — 


Total Aircraft Departures 
Total Aircraft Arrivals =: 292. 
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FINANCE & COMMERCE 


HONGKONG EXCHANGE 


September 3-8, 1956 
U.S.$ 

ETS fee ve Notes Notes 
Sept High Low High Low 
3 $614 613 61214 61144 
4 613 6124 611% 60914, 
5 611% 610% 60944 5083, 
6 611% 61l B04 608% 
7 6131; 611% 612 609% 
8 616 $16 61444 613% 

D.D. rates: High 614 Low 60814. 
Tiading totals: T.T. US$3,200,000; 


Notes cash $390,000, forward $2,750,- 
000; D.D. $410,600. The market was 
erratic and followed fluctuations of the 
eross rate in New York. The uncer- 
tain Suez situation and the drop ‘n 
Britain’s gold reserve encouraged specu- 
Jators to buy heavily forcing rates up. 
In the T.T. sector, offers came from 
Japan, Korea and the Philippines. In 
the Notes market, speculators domi- 
nated the market with buyers paying 
heavy change over interest, of HK$8.50 
per US$1,000 for the week. Specula- 
tive positions averaged US$32 million 
per day. In the D.D. sector, increased 
Chinese oversea remittances kept the 
market active. 

Yen: There was no business in for- 
wards; change over interest aggre- 
gated HK$10.15 per Yen 100,000 in 
favour of buyers. Cash quotations 
were HK$1,462.50-—1,447.50 per Yen 
100,000. : 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.8375—1.82, 
Japan 0.01455—0.0144, Malaya 1.872, 


Vietnam 0.06493—0.06451, Thailand 
0.2824—0.2809. Sales: Pesos 445,000, 
Yen 135 million, Malayan $420,000, 


Piastre 14 million, Baht 74 million. 
Market was active on’ increased - over- 
sea Chinese remittances. 

Agreed Merchant T.T. rates: Selling 
and buying rates -per foreign currency 
unit in HK$: England 16.202—16.10, 
Australia 13.016—12.757, New Zealand 
16.202—15.867, United States 5.839—- 
5.755, Canada 5.97—-5.882, India 1.216 
—1.205, Pakistan 1.218—1.204, Ceylon 
1.219—1.207, Burma  1.216—1.205, 
Malaya 1.889—1.871. Selling rates 
per foreign currency unit in HK$: Suuth 
Africa 16.236, Switzerland 1.333, Bel- 
gium 0.117, West Germany 1.389. 

Chinese Exchange: Pecpie’s Hank 
Yuan eased slightly to HK$1.50 per 
Yuan. Taiwan Dollar remained at 
HK$180—178 per thousand, and ve- 
mittances at 164—162. 

Bank Notes: Highest and lowest 
yates per foreign currency unit in 
HK$: England i5.82—15.77, Australia 
12.50, New Zealand 14.25—i4.22, 


Egypt 15.25, South Africa 15.67— 
15.65, India 1.193875—1.19, Pakistan 
0.85, Ceylon 9.98, Burma 9.485—0.475, 
Malaya 1.839-—1.837, Canada 6.205— 
6.175, Cuba 4.80, Philippines 1.98-— 
1.96, Switzerland 1.39-—1.38, West 
Germany 1.39, Italy 0.00935, Belgium 
0.105, Sweden 1.00, Norway 0.70, Den- 
mark 0.77, Netheriands 1.43, France 
0.0147—0.0144, Vietnam 0,0725-—9.07, 
Laos 0.075—C.073, Cambodia 0.087— 
0.081, North Borneo 1.50, Indonesia 
0.196—0.198, Thailand 06.2765—0.275, 
Macau 0.996. 


GOLD MARKET 


Sept. High .945 Low .945 Macau .$9 
3 $265 26544 277% High 
4 26545 264% 
5 264% 264 
6 26534 26448 Low 27534 
7 2653, 264% 
8 267 26634 


The opening and closing prices were 
2658 and 266%, and the highest and 
lowest 267 and 264. The market was 
steady with heavy speculative pur- 
chases. Supply was plentiful and the 
change over interest favoured sellers 
totalling HK$2.90 per 10 taels of .945 
fine. Tradings averaged 13,400 taels 
per day and amounted to 80,400 taeis 
for the week, of which 18,210 taels 
were actual deliveries (2,710 taels list- 
ed and 15,500 tuels arranged). Specu- 
lative positions taken averaged 32,000 
taels per day. Imports were ail from 
Macau and totalled 11,000 taels. Ex- 
ports amounted to 12,000 taels (6,500 
to Singapore, 3,500 to Indonesia, 1,600 
to India, and 1,000 to Rangoon). Ditf- 
ferences paid for local and Macau .99 
fine were HK$13.30—12.80 and 12.00 
—-11.70 respectively per tael of .945 
fine. Cross rates were US$37.87— 
37.85 per fine ounce; 16,000 fine ounces 
were concluded at 37.86 C.LF. Macau. 
US Double Eagle old and new coins 
quoted at $270—268 and 227 per coin 


Shares 


respectively and Mexican gold coins ai. 
$2381.50-—280.50 per coin. 

Silver Market: 500 taels of bar 
silver were traded at $5.87 per tael; 
400 pieces of $ coin traded at $3.77 
per coin; and 20 cent coins remained 
at $2.88 per 5 coins. 


HONGKONG SHARE 
MARKET 


September 3-7, 1956 


Trading in the local stock market 
remained slow with investors watching 
the development of the Suez Canal dis- 
pute which turned gruve when the 5- 
nation talk in Egypt reached a stale- 
mate on Thursday. The turnover for 
the week totailed only $2.1 million— 
the lowest record since end of last 
May. Prices on the whole were steady 
because there was no selling pressure. 


Utilities retained steady demand 
throughout the week with interests 
centred on Yaumatis (3,700 shares 
transacted), Lights (10,900 shares), 
Blectrics (2,500), and Telephones 
(10,800). Cement reached $37 but 


brofit taking forced it back to 36.75. 
HK Banks registered transactions of 81 
shares; sellers wanted to retain the 
price reached in the previous week 
(1,645) but buyers insisted on 1635. 
Union Ins. opened with 11. shares 
traded at 1,005; buyers then offered 
1,000 but there was no selling response. 
Wharves also registered only buying 
offers at 89 during first half week; 306 
shares were iraded on Friday at 91. 
Providenis were firm at 13.920 with 
sellers forcing it up to 14 and buyers 
ecounter-offering 13.80. Buying offers 
for Star Ferries increased from 134 to 
186 but sellers wanted 140; no transac- 
tion registered. Fluctuations during 
the week were small: 


August 22 Last Week’s Rates Ups and Downs 
Highest TLewest Closing 

HK Rank 1645 1645 5 1635 1635 —$10 
Union Ins. 1000 1005 1000 b 1000 b firm 
Wheelock ~ §.90 8.85 &.80 8.89 —10¢ 
HK Wharf 89.50 91 89 b 91 +31.50 
HK Docks 41.50 41.15 8 Al 41.75 s steady 
Provident 13.90 14 8 13.80 b 13.90 firm 
Land 68 68 67.50 67.50 —-5lid 
Realty 1.45 1.475 s 1.45 1.475 8 steady 
Hotel 15.40 15.50 16.30 16.50 8 steady 
Trams Boe 23.50 28.49 23.20 b 23.46 ~-1Lo¢ 
Star Ferry 126 b 140 + 134 b 126 b ESL 
Yaumatl. .caceweness lll lll 109 109 —-$2 
Light (f.p.) 24 50 24.60 24.20 24.50 steady 
Light (p.p.) 22 228 21.60 b 22 3 steady 
Electric  ..... 21.75 71.75 3) 31 —T5¢ 
Telephone (0) 25.10 25 24.80 25 —10¢ 
Telephone (nj 24.10 248 23,80 Rae ~—10¢ 
Cement sc sersc 36.75 37 $6.75 36.75 firra 
Dairy Farm 16 18.10 15.90 15.90 ~-10¢ 
Watnoni > .3.653 12.60 12.59 12.20 b 12.20 b —40¢4 
Nangtate es oy cesncest 6.65 n 6.74 6.65 €.70 firm 
Allied Investor ...... 5.10 s 5.10 8 5 5.10 5 teady 
HK & FE Invest. 16.60 n 10.60 n 10.50 10.50 steady 
Amal. Rubber .....- 1.50 8 1.50 1.475 1.476 --2%¢ 
Textile: OP ieelescor: 4.30 4.40 4.20 b 4.40 +10¢ 
Nanyang sss hislese~ 7.40 7.60 5 7.40 5 7.40 3 stendy 
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Monday: Quiet conditions prevail- 
ed. Prices drifted fractionally lower. 


The turnover amounted to $510,000. 
Tuesday: Trading continued on a light 
seale with the turnover amounting to 
$760,000. Wednesday: The market 
was extremely quiet and the turnover 
amounted to $160,000. Thursday: The 
market remained dull and _ business 
totalled $304,000. Prices were steady. 
Friday: Trading remained slow ard 
the day’s sales amounted to $410,000. 


DIVIDEND 


The Chartered Bank of India, Aus- 
tralia and China declared an inierim 
dividend of 7% per cent (actual sub- 
ject to income tax). The dividend is 
payable on September 28. 


HONGKONG STOCK EXCHANGE 


IN AUGUST 
Nationalisation of the Suez Canal 
and subsequent events temporarily 


halted the upward trend of prices in- 
dicated at the end of July, and rates 
receded when the gravity of the situa- 
tion was realised. Upon conclusion of 
the 22 Powers conference a more cheer- 
ful atmosphere prevailed and prices 
moved fractionally higher with cau- 
tious buying. 


Banks & Insurances: There was no 
great demand for Hongkong Bank 
shares with a consequent recession in 
the price. No interest was evinced in 
Lombards, but a moderate demand for 
Unions set in with shares changing 
hands between $990 and $1,000. In- 
vestment Companies: Shares in this 
group were neglected. Shipping: 
Wheelocks were dealt in at between 
$82 and $9.15. A fairly large number 
of Eastern Asia Navigation shares were 
dealt in during the month; a_ small 
number of Union Waterboats changed 
hands. Docks & Wharves: Kowloon 
Wharf and H.K. Dock shares changed 
hands in light scale trading without 
material alteration in rates. China 
Providents were enquired for and a 
fair volume of business reported. Lands 
& Hotels: The brisk demand which 
set in last month for Honekong Hotels 
continued and a large number of shares 
were dealt in. Buyers of H.K. Lands 
were again in evidence and although 
prices were lowered after publication 
of the news from Egypt, a recovery 
soon followed. Humphreys were again 
active but to a lesser degree. The de- 
mand for H.K. Realty shares recorded 
last month was not maintained and less 
than half the number of shares changed 
hands. Public Utilities: Active trad- 
ing was reported in this section parti- 
cularly in China Lights (Fully Paid), 
H.K. Electrics and H.K. Telephones. 
Industrials: Cements were in demand 
at slightly lower rates than prevailed 
at the close last month, with only mo- 
derate scale trading in Hongkong 
Ropes. Stores: Dairy Farms were in 
<lemand, and Watsons attracted buyers. 


A moderate numper of Lane Crawfords 
changed hands. Miscellaneous:  Busi- 
ness reported in this section was 
negligible. Cottons: Light scale trad- 
ing reported with little interest shown 
in this section. Rubbers: A _ little 
more interest appeared to be taken in 
shares in this group, with rates in- 
fluenced by the price of Raw Rubber. 
Dividend and other announcements 
were made by H.K. Land Investment 
& Agency Co., Ltd., Kwong Sang Hong 
Ltd., H.K. Engineering and Construc- 
tion Co., H.K. Tramways Ltd. 


Business reported in August: $22,- 
632,856. Business reported in 
1955: $333,189,500. Business during 
January-August 1956: $151,792,013. 
Business reported in August 1955: 
$36,412,969, 

BUSINESS DURING AUGUST 
Qty. of 
Shares 

H.K. Govt. Loan 314% (1948) $8,000 

HK: Bank’) is meets acon 437 

Bank of East Asia .......... 150 

Lombard Insurance ............ 550 

Union” Insurance ~~ 5.3.0.5 aaeses 365 

Allied Investors! cint.4. «ere. 3,500 

WANLESZE ie es nee ts oxen we 8,431 

H.K. & Far East Inv. 500 

Union Waterboats (0) 1,700 

(N) 1,378 


FAR EASTERN 


Economic RevIEW 


Qty. of 

Shares 

Asia “Navigation!  ..isiascwraves 25,500 
Wheelock’ Mardén  s.c.css0ceens 98,640 
Wharf Co. 2,553 
C. Providents 21,987 
H.K. Docks 16,500 
Shanghai Docks 575 
H.K. & S. Hotels 106,400 
H.K. Lands baste 32,894 
Shanghai Lands 150 
Humphreys _....... 33,720 
Realty.” | cance cnsc ess cre 111,500 
Hi. “Tramas Nivigscy eee ee see 33,900 
Star, Ferry: 9) fice sets ees 500 
Matmatl Fereye sisry..:<iasaiees's@\sclets 6,997 
China Lights “(h. “Pdi.e ..n-cinme 99,342 
(F. Pd. 1949 Issue) 904 

China Lights (PS Pa)” setewes.an 36,204 
H.K. Electric 104,289 
Sandakan Light 100 
Telephones (O) 116,750 
” (N) 16,453 
Cements ......... 42,150 
Ropen .  . ussenvep cael panes 1,200 
Metal Industries 3,500 
Dairy Farms 46,451 
Watson “OO 2o unter to. ahet ee 19,253 
Lane. Crawfords' <1. estima a 3,500 
Sinceve yy gece: Hees 6 eS 1,998 
China Emporium 450 
Kwong Sang Hong 10 
China Entertainment 1,100 
Textilea:® — fi: -eehe> «sheer 24,525 
Nanyang «NEW 6 iis sicsj=agaeeieials aie ie 4,000 
Amalgamated Rubber .......... 250,537 
Ayer “Tawak 706 ¢....2c. 0 tee. coer 12,000 
Java-Consolidated =... eee eee 8,702 
angkat. rons x huistte «Malet ata 2,550 
Rubber Trust 32,008 
S'hai Kelantan 5.000 
Sangala 2900... mse ce ees 23,000 


HONGKONG AND FAR EASTERN TRADE REPORTS 


September 1—8, 


Demand from Japan for steels and 
scraps and orders from Korea for 
paper continued to stimulate the local 


commodity market. SE Asia made 
selective purchases in metals, paper, 
industrial chemicals, pharmaceuticals, 


China produce and sundries but demand 
from Europe for China produce slowed 
down. 


China Trade: Agreement has been 
reached between Peking officials and 
Singapore and Malayan businessmen on 
such matters as the grading of rubber, 
methods of payment and arbitration; 
ro transaction has yet been concluded. 
From the visiting Australian business- 
man (Mr. W. A. May, manager and a 
director of the Melbourne wool firm 
of Henry. B. Smith Carbonising and 
Scouring Plant), Chinese trade officials 
bought 100 bales of scoured and fleeced 
wool at £132 per bale. Mr. May 
brought back with him samples of 
Chinese silk, piece goods, woodoil and 
carpets. Taking advantage of the Suez 
crisis, Peking sent its vice minister of 
foreign trade to Egypt to renew the 
trade protocol signed last year. Be- 
fore leaving Peking. the vice minister 
said, “China needs Egypt’s cotton and 
yarn and Egypt needs China’s textile 
machinery,. building materials, chemi- 
eals, tea, silk, daily necessities, oil 
products and other staples.” To HK, 
China continued to ship more light in- 
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dustrial products but less staples. The 
biggest import during the period was 
the arrival of 2,400 tons of coal from 
North China; ex-ship price was $98 per 
ton. 4,000 tons more were expected. 
Import of live” hog was cut to 600 
head and cattle to 500 head. Supply 
of live poultry almost stopped. From 
the local market, China bought small 
quantities of metals. 


Japan Trade: Japan shipped the 
first batch (722 tons) of industrial and 
agricultural goods to Tientsin for the 
coming Japanese Commodity Exhibi- 
tion in Peking. Exhibits will include 
industrial and agricultural equipment, 
chemical and optical apparatus, medi- 
cal instruments, steel and iron _ pro- 
ducts, fibre textiles, nylon goods and 
model ships. Fighting for the relaxa- 
tion of the trade embargo on China, 
Tokyo businessmen recently charged 
that UK, France and other Western 
European countries had sold following 
listed embargoed strategic goods to 
China: British firms—3 heavy trucks, 
150 tractors and 10,000-ton freighters; 
French exporters—100,000 tons steel 
plate and steel materials; Swiss traders 
—generators and boring machines. 
From the local market, Japan continued 
to buy substantial quantities of steel 
bars and plates, scrap iron and iron ore. 
Towards week-end, however, Japan’s 
purchases from here slowed down due 
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to the shortage of stock here and her 
procurements from other sources. Im- 
ports of cement from Japan remained 
heavy; about 2,000 tons arrived last 
week. In August, Japan’s total export 
of cement was 238,000 tons including 
shipments to following markets: China 
63,700, Indonesia 36,000, Korea 24,800, 
Singapore and Malaya 20,500, other 
SE Asian countries 22,400 and Hong- 
kong 11,600 tons. Japan also. sent 
here 1,000 tons of coal last week. 


Trade with UK: UK cotton exporters 
and manufacturers continued to com- 
plain about the “unfair” competition 
from HK. The latest suggestion, by a 
member of Parliament, was that the 
Secretary of State ordered HK to raise 
the wage standards! Lancashire _ re- 
fuses to admit that her principal diffi- 
culty is the lack of production effi- 
ciency. HK is not Lancashire’s only 
competitor and it is doubtful whether 
HK’s withdrawal from UK _ market 
would restore Lancashire’s prosperity. 
Meanwhile, orders for yarn and cloth 
continued to reach here from UK. 
Cargo movements between UK and HK 
slowed down after the recent rush of 
i before the Sept. 1 freight 
ike. 


Trade with US: Over 1,000 tons of 
exports left here for US by three 
steamers last week. Among the con- 
signments were rattan furnitures, tex- 
tiles, gloves, torch, ivory carvings, 
camphor wood chests, toys, firecracker, 
and frozen prawn. Imports of fruit, 
wheat flour, textiles, electric appliances, 
motor cars, sewing machines and other 
consumer goods from US_ remained 
normal. Dealers here were still slow 
in booking new indents from US on 
account of the High exchange rate for 
US dollar. Demand for American 
newsprint was strong but stock here 
dwindled and there were only a few 
indent offers from US. 


Trade with Europe: Cargo move- 
ments between HK and Europe slowed 
down. Trading was handicapped by 
(1) the uncertain Suez situation; (2) 
marked-up freight charges and indents; 
and (8) West Europe’s_ increased 
volume of direct trade with China. On 
the other hand, the exhibition of HK 
products in Frankfurt is attracting 
many enquiries for HK manufactures 
and factories here are expecting more 
orders from Germany and other Euro- 
pean countries. 


Indonesia Trade: Djakarta__re- 
duced the import duty on essential sup- 
plies and increased the surtax on non- 
essential imports including cotton piece 
goods and wheat flour. Exemption of 
import duty will be applied to a limited 
number of essential items such as 
newsprint and fertilizer. More en- 
quiries reached here after Djakarta had 
resumed to accept applications for im- 
port licences and foreign exchange. 
About 2,000 tons of textiles, enamel- 
ware and other HK products were ship- 


ped to Djakarta last 


Tjiwangi. 


week by  s.s. 


Thailand Trade: Bangkok continued 
large shipments of rice and_ other 
staples to HK; in return, bought more 
Japanese and Chinese paper, piece 
goods, sundries. Exports to Bangkok 
also included substantial quantities of 
HK manufactured mild steel round bars, 
underwears, paints and enamelware. 
New orders reached here last week 
covered HK manufactured winter 


underwear, felt hat, sulphuric acid 
structural steels and Japanese and 
Chinese paper and _ pharmaceuticals. 


Responding to Taiwan’s effort to pro- 
mote Taiwan-Thailand trade, Bangkok 
suggested that Taiwan should buy 
Chinese staples from Thailand. Only 
about a month ago Bangkok strongly 
denied that there had been any direct 
trade between China and Thailand and 
assured that Thailand would continue 
to buy Chinese staples and products 
from HK. 


Korea Trade: Paper constituted the 
major portion of exports to Korea and 
remained the principal item of Korea’s 
purchases from here last week. Orders 
from Seoul also covered Yayon yarn, 
woollen yarn, woollen piece goods and 
cotton textiles. However, there are in- 
dications that Seoul is turning more 
and more to Japan for purchases with 
ICA funds. 


Singapore & Malaya: Singapore and 
Malaya slowed down purchases from 
here while their trade representatives 
conducted talks with Peking. The 
Straits Times reported that Peking had 
expressed preference to deal with the 
Singapore Rubber Trade _ Association 
(SRTA) rather than with the Singa- 
pore Chamber of Commerce Rubber 
Association (SCCRA). SRTA is a 
body of Chinese merchants while 
SCCRA is an internationally recognized 
association. 


The Philippines: HK-Philippines 
trade remained slow. Exports consisted 
chiefly of HK manufactured textiles, 
vacuum flasks, and tooth brush. In- 
ports limited to small quantities of 
groundnut kernel and other staples. 


Vietnam, Cambodia and Laos: South 
Vietnam still restricted purchases from 
here with ICA funds to HK manufac- 
tured wheat flour, sugar, and cotton 
yarn. Importers in Saigon also bought 
Japanese paper with self-provided for- 
eign exchange and bartered for Chinese 
medicinal herb with Vietnamese staples. 
Development of HK-Vietnam trade is 
full of difficulties because Saigon is 
prohibiting foreign nationals there 
from carrying on business in a number 
of trades and commodities (fish, meat, 
petrol, oils, paraffin, second-class goods, 
cloths, silks, spun cotton, scrap metal, 
rice and cereals, transport of goods and 
persons by vehicles, launch and junk, 
and sale on commission). The new 
order, which gives foreigners one 
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year to wind up such busiiess parti- 
cularly affects Indian and Chinese com- 
munities most of them in the re- 
tail trade and have HK connections. 
Cambodia sent here more staples in- 
cluding maize, duck feather, scrap iron, 
hemp seed, lotus seed and live cattle. 
This unabled Phnompenh to import 
more from HK. Consignments from 
here to Cambodia shipped by three 
vessels last week totalled 2,000 tons 
and consisted chiefly of garlic, textiles, 
medicinal herb, wheat flour, enamelware 
end sundries. Part of these shipments 
was transhipped via Cambodia _ to 
Laos. Meanwhile, Laotian Premier who 
recently returned to Vientiane from 
Peking denied that Laos had accepted 
any economic aid from Peking and 
added that he was asking for revision 
of US aid so that emphasis would be 
less on military and more on economic 
help. He said that Laos was not ready 
to establish diplomatic or economic re- 
lations with China. 


Taiwan Trade: Taiwan sold to 
Japan 225,000 tons of salt at US$10 per 
ton cif, 250,000 tons of sugar, US$2 
million worth of canned pineapple, and 
150 tons of rice. ‘ Under negotiation 
was the purchase of 400,000 tons of 
Japenese fertilizer. To promote ex- 
ports, Taipei plans to hold exhi.itions 
of her products in Saigon, Bangkok, 
Phnompenh, Vientiane, and Singapore. 
Exhibits will include bicycle, sewing 
machine, cosmetics, textiles and alumi- 
nium ware. Taipei also plans to 
send US$33 million worth of exports 
abroad next year. Principal exports 
will be lumber, yarn, artificial fibres, 
aluminium, sewing machines, bicycles, 
paper and paper products. Taiwan’s 
purchases from here last week were 
limited to selective items of pharma- 
ceuticals and chemicals. 


India and Pakistan: India offered 
cotton to HK but prices were too high 
to interest local mills which booked 
more Pakistan cotton after Karachi had 
cut its export duty. Imports of yarn 
from Pakistan remained steady. 


Burma and Ceylon: HK-Burma 
trade slowed down as a result of 
Burma’s increased direct imports from 
China and US. Exports to Ceylon 
were limited by the shortage of ship- 
ping space on vessels from here to 
Colombo. 


Exports to Africa: Exports of HK 
manufactures to African markets re- 
mained active: 400 tons of enamelware, 
hurricane lantern and textiles were 
shipped to South Africa direct and 200 
tons of enamelware and other products 
were sent to West Africa via Hurope. 


Australia Trade: About 1,000 tons 
of frozen meat, wheat flour, fruits, 
dairy products and wool tops arrived 
from Australia. Exports included 400 
tons of HK manufactures. 
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China Produce: Japan and Europe 
slowed down purchases from the local 
market on account of short stock here 
and their increased direct procurements 
from China. One French firm conclud- 
ed with Peking the purchase cf £200,- 
0006 worth ot agricultural products 
which will be shipped direct to Europe 
over a period of 12 months. Japan 
enquired for beans and oil seeds which 
were short in stock. China shipped 
here a smail consignment of red bean at 
marked-up price but there was no sup- 
ply of other beans. Cassia lignea re- 
mained very popular with buyers from 
Middle East, Europe, UK, India and 
Japan; garlic retained strong demand 
from Indonesia, Singapore, Malaya and 
Vietnam; dried chilli firmed on orders 
from Indonesia, Midd!e East and 
Ceylon; and maize registered specula- 
tive buying and sales to Japan. De- 
mand from Japan also covered wood- 
vil, silk waste, jute, bristles, talcum, 
realgar. Europe was also interested in 
aniseed star, aniseed oil, turpentine, 
jute, feathers, and egg yolk powder; 
Ceylon in camphor tablets; Thailand in 
rosin; Singapore and Malaya in ground- 
nut kernel and talcum; India in green 
peas and Pakistan in galangal. Prices 
were steady but trading slow because 
there were more enquiries than orders 
from various sources, 


Metals: Increased indents, dwindled 
stock and strong demand from Japan 
and China stimulated speculative buy- 
ing in steel bars and plates; available 
stocks were all exhausted towards 
week-end. Japan then bought forward 
cargoes of steel plate but her pur- 
chases in round bars slowed down. 
Local iron ore retained strong demand 
from Japan. In addition to steel plates 
and round bars, China also bought steel 
box strapping, black plate, galvanized 
iron pipe, hacksaw blade, tool bits, and 


steei wire rope. Under such strong 
demand, mild steel plate and_ steel 
bars continued to advance. Speculators 


even absorbed steel plate of January 
3957 shipment at $61 per picul cif 
HK; Japan paid $68 per picul cif HK 
for October forwards. Round bar of 
HK origin was favoured by Thailand 
and Korea but iocal works accepted 
only small orders due to the difficulty 
in getting raw materials. Trading in 
these items slowed down towards week- 
end. Another significant development 
last week was that China cut supplies 
of iron wire nail and galvanized iron 
wire to the local market. Local demand 


for factory items remained very 
strong. 
Paper: Dealers here booked news- 


print in reel from Rumania; American 
and Scandinavian supplies were diffi- 
cult to get. Trading was active and 
Korea remained the No. 1 buyer for 
newsprints, krafts, sulphite paper, 
transparent ceilulose paper and alumi- 
nium foil. Southeast Asia and local 
retailers provided steady demand for 
Chinese and Japanese paper including 
newsprint in ream, art printing, wood- 


free, poster, m.g. caps, manifold and 
tissue. Dealers here are now watching 
Korea’s purchase of newsprint from 
Japan with deep concern because if US 


succeed to persuade Korea to use ICA. 


funds for imports of paper from Japan, 
HK’s paper market will be seriously 
affected. 


Industrial Chemicals: There were 
more enquiries than orders from Cam- 
bodia, Taiwan and Thailand. Korea 
turned to Japan and US for supplies 
while China increased direct iraports 
from West Europe. In view of the 
uncertain market and increased indent 
quotations, dealers here did not book 
any new supplies last week. Popular 
items last week were caustic soda, shel- 
lac, gum arabic, mercury, sulphuric 
acid, zine oxide, ammonium _bicar- 
bonate, zinc chloride, sodium sulphide, 
chlorate of potash, chrome alum and 
ultramarine blue. 


Pharmaceuticals: Selective purchases 
were made by following sources: 
Thailand bought quinine powder; Indo- 


nesia favoured aspirin powder, peni- 
cillin tablets and amidopyrin; Singa- 
pore purchased penicillin oil and 


tablets; South Vietnam procured sul- 
fathiazol and amidopyrin; Cambodia 
took antipyrin and sulfaguanidine; Tai- 
wan absorbed potassium iodide and 
theophylline. Local pharmaceutical 
works provided steady demand for 
phenacetin and other fine chemicals. 


Cotton Yarn: HK yarn of 20's, 
pegged at $900 to $1,070 per bale, at- 
tracted strong demand from Indonesia, 
Cambodia, Thailand and local weaving 
mills because it was almost as cheap 
as Pakistan 20’s yarn which was 
offered at $880 to $900 per bale. 
Overseas buyers, however, turned to 
Pakistan products for 32’s yarn because 
it was only $1,200 per bale compared 
with $1,380 per bale for HK 32’s. 
Local weavers preferred Japanese 32’s 
because its price at $1,850 was cheaper 
than HK yarn and quality better than 
Pakistan produgts. Indian yarn, 20’s, 
attracted no buyers at $840 per bale. 


Cotten Piece Goods: UK and local 
processing mills provided steady de- 
mand for HK grey cloth; most weaving 
mills here have enough orders on hand 
to keep them busy till year-end. Chinese 
grey first eased under heavy ajtrival 
but later firmed on orders from Indo- 
nesia and Cambodia. Japanese grey 
cloth was quiet but Japanese white 
shirting was favoured by South Viet- 
nam and local shirt factories. 


Rice: Prices eased because (1) Thai 
indents dropped; (2) more supply ar- 
rived from Thailand and other sources; 
(3) speculative buying was checked; 
and (4) retail transactions slow. 


Wheat Flour: Demand, both local 
and overseas, remained steady. US 
brands advanced on marked-up indents 
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and high US dollar rates. Canadian, 
Australian and HK _ products were 
firm. 


Sugar: Heavy supply and arrivals 
from Taiwan, Japan and Philippines in- 
duced pearish sentiment. Japanese 
granulated, however, remained steady 
on marked-up indent while Taikoo pro- 
duets firmed on steady local demand 
and orders from Singapore and Borneo. 


Cement: Japanese cement and Chin- 
ese product were offered here at 
$115/$116 and $115 respectively; both 
per ton ex-ship. One local contractor 


booked 2,000 tons from Japan at 
$112.15 cif HK per ton, October 
shipment. Green Island brands re- 


mained firm on steady locai demand. 


Hongkong Products: HK _ exhibits 
which attract keenest interest at the 
Frankfurt Fair include brocades—both 
in the piece and made up article, con- 
temporary designed rattan furniture, 
gloves and rubber footwear. Current. 
overseas demand includes orders for: 
pressure lanterns from the Philippines 
and Iran; plastic products from UK and 
US; rubber footwear, yarn and piece- 
goods from UK; rattan furnitures 
from US, Canada, South America and 
Europe; knitwears from UK, US, 
Canada, New Zealand, Europe and SE 
Asia; shirt from UK, Afriva, North 
Europe, India and SH Asia; and orders 
for enamelware from Africa, South 
America, and SE Asia. : 


August Trade Figures: Imports 
$385,384,892; Exports $266,246,922; 
Total $651,631,814. Compared with 
those for August 1955, imports im- 
proved by $88,893,613 and exports up 
by $47,799,411. The cumulative total 
for the first 8 months this year is 
$5,233,362,062 representing an increase 
of $1,232,550,138 cver that for the 
same period last year with imports 
$664,043,239 higher and _ exports 
$568,506,899 more. 


